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For Dependable Help on Income Tax Problems 
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REPORTS 


¢ Sound, dependable answers to the puzzling questions involved in 
unfolding federal tax changes call for a sound, dependable source of 
continuing facts and guidance . . . and here it is! 


© Week after week, each issue of Federal Tax Guide Reports swiftly, 
faithfully hurries to subscribers the last word, the newest development, 
the latest twist and turn of events jn federal taxation—of interest or 
importance in the everyday conduct of business and personal federal 
tax affairs. 


@ For CCH’'s Federal Tax Guide Reports span the whole work-a-day 
world of federal taxation for revenue—statutes, regulations, rulings, 
court and administrative decisions, returns, forms, reports, instructions. 
Pertinent full texts, filled-in forms, detailed explanations, editorial 
comments and suggestions—plus a wealth of friendly hints, tips, 
knacks, and pointers, from week to week, make clear exactly what to 
do, and how and when and why. 

¢ Concise, compact, understandable, here is the dependable reporter 
on the federal taxes of the ordinary corporation, the average indi- 
vidual, partnership, or business. Two Loose Leaf Compilation Volumes 
are included without extra charge to start new subscribers off on the 
right foot. 
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The LAS booklet, ‘How to Pre- 
pare for the C. P. A. Examina- 
tion,” is available upon request. 
Address your card or letter to the 
Secretary, IAS... 


How to prepare for 


the CPA Examination 


TAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


® The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, ot (4) how to decide quickly on proper 
terminology. 


® The IAS-CPA Coaching Course has been designed 
for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 


@ The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
discussions ot authoritative opinions. 


@ Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to “brush up”’ on specific accounting sub- 
jects, at no additional cost. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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Vie Emplovee-Benetit: Plan 
that will do the most good 
for vour company and its 

emplovees 








E are trustee under many kinds of employee-benefit 
plans. Our planning services are available to you, without 
obligation, in choosing the most suitable plan or plans for 
your company. 


Write or telephone our PENSION TRUST DIVISION 
22 William Street, New York 
CITY BANK FARMERS TRUST COMPANY 
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BALANCE SHEET OR FINANCIAL STATEMENT—WHICH? 


Editors, THE CONTROLLER: 

For more years than he cares to remem- 
ber, this writer, a retired industrialist, has 
had strong convictions on the above sub- 
ject. What he has to say can be put across 
most effectively by a personal story, and 
the first person singular will necessarily 
come in to such an extent that he will re- 
main anonymous. 

Over 45 years ago I was a student in en- 
gineering in London. My training in, or 
knowledge of, accounting was zero. How- 
ever, I knew by instinct that money was 
an important factor in life in addition to 
that of becoming a good engineer. Fur- 
ther, just how I do not remember, I had 
acquired a strong interest to know some- 
thing about this mysterious subject called 
“finance” and felt that knowledge thereof 
would be useful in life—presumably. 

One day when about to step on a train 
for a five-hour journey up north, I noticed 
the Financial Daily News on the news- 
stand, bought a copy for one penny, and 
decided I would while away part of the 
five hours by trying to educate myself 
financially. 

I quickly made up my mind that it 
wollen’ be much worse for my intended 
purpose had it been written in Chinese, 
but I noticed quite a few ads called “Bal- 
ance Sheet” which had a distinct similarity 
in format. I was already vaguely aware 
that a Balance Sheet was an important and 
fundamental document and decided to 


concentrate on this particular instrument. 

It was clear that what you owed was on 
the left and what you owned was on the 
right, which seemed sensible, but I had 
the greatest difficulty in understanding 
why capital was put as a Jiability. 

I finally disentangled myself on this 
particular item by thinking of a Mr. 
Owner and a Mr. Manager, realizing that 
in some cases it would be the same person. 
I then decided that the Balance Sheet was 
a statement by Mr. Manager and he owed 
an accounting of the capital to Mr. Owner. 
This placated me. 

I further noticed that there were three 
types of commodities recorded, and, of 
necessity, in terms of pounds, shillings 
and pence: 


1. (A) Cash in the bank, (B) Cash 
owed to the company, and (C) Cash 
owed by the company. I then proceeded 
to think of this as “algebraic cash,” 
caused no doubt by the more than aver- 
age mathematical training given to an 
engineer. 

2. The second type of commodity, while 
stated in money units, was not money 
of itself but Inventory. I readily in- 
ferred that this was material that had 
had a definite cost, might at the mo- 
ment be somewhat different, and in the 
ordinary course of evenis would re- 
solve itself into Accounts Receivable 
and then into Cash. 
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3. I recognized that Plant and Equipment 
was frozen money, but I didn’t know 
enough at that time to think of Depreci- 
ation which gradually changed fixed 
assets back into Cash. 


I was impressed with a poetic sort of 
beauty in symmetry of this device called 
the Balance Sheet which precisely bal- 
anced. However, the balancing was auto- 
matic, and the equality between liabilities 
and assets seemed to lack the additional 
something that the equality sign gives to 
a simple equation. The mechanism for the 
intended purpose seemed clumsy to me, 
but I couldn’t quite put my finger on what. 

This inarticulate criticism annoyed me, 
so the question occurred, “Well if you 
were Mr. Manager and asked to make a 
report on this situation to Mr. Owner, 
how would you do it?” 

I gathered from the similarity of the 
several Balance Sheets I gazed at, that a 
business operation was a matter of chang- 
ing money into things, then, with the ex- 
ception of plant and equipment, changing 
these things back into money, and in the 
process expecting to make a profit in 
money. Money seemed to me to be the 
most important because its lack could 
mean insolvency. 

I had to reject the title “Balance Sheet” 
as I formed a mental picture which shaped 
up as follows: 


FINANCIAL SUMMARY 


Cash and Equivalents: 
Money in bank $A 
Money owing to us B 


Money owed by us (C) 


Total $D (X%) 


Inventory: 
Raw material 
Material in process 
Finished products 


Total $N 


Fixed Assets: 
Plant 
Equipment 
Miscellaneous 


(Y%) 


| noOZ 


(Z%) 
(100%) 


Total $s 


Capital: ($D + $N + $5) 

A couple of years after the foregoing, 
I was so impressed by what I believed to 
be the superior technique in manufactur- 
ing in the United States compared to Eu- 
rope as to cause me to make what I be- 
lieved to be a temporary change in my 
geographical location. However, this tem- 
porary look-see has continued for 40-odd 
years, although I might add that my pres- 
ent /ooking is in a more leisurely way and 
hence this dissertation. 

After a few years had rolled by I be- 
came the operating head and a substantial 
stockholder of an incipient manufacturing 
concern, which has for many years, now, 
been listed on the New York Stock Ex- 
change. (Continued on page 566) 
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When this activity started, my idea of 
what a Balance Sheet should be was clearly 
in memory, but there were many other re- 
sponsibilities so tinkering with accounting 
practices did not occur to me. We natu- 
rally followed conventional practice under 
the tutelage of Price Waterhouse & Co. 

However, as I look back, I did add one 
item as my personal requirement, and 
which I now see as a confession of nerv- 
ousness. I insisted on having the Figure 
D, or “algebraic cash,” put on my desk at 
the end of each day. After a period I was 
satisfied that this be done at the end of 
each week, and still later got into the cus- 
tomary habit of reviewing this data 
monthly. I quickly formed the habit of 
consciously keeping the percentage that 
this item was of our capital, the X in the 
Summary, and closely watched the changes 
therein. In my thinking it became pretty 
much like what a clinical thermometer is 
to a medical man. 

I later learned through our own growth 
that magnitude of the operation makes no 
difference, and that Figure X remains 
about the same for a given type of non- 
borrowing operation. This was startling 
but true, and fundamental. I took Balance 
Sheets of companies in similar activity to 
our own but maybe a hundred times big- 
ger, and found approximately the same 
result. 

On first becoming acquainted with 
American Balance Sheets, I noted, with 
interest, that the same format seemed to 
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be used, except Liabilities and Assets were 
interchanged. The English put Liabilities 
on the left and Assets on the right instead 
of our practice in reverse. How this hap- 
pened I do not know, but I found myself 
thinking that maybe it reflected the re- 
spective average national characters—the 
conservative English and the dynamic 
American. 

If the Balance Sheet could speak, then 
the English Balance Sheet would probably 
say first, “What do you owe?” and next, 
“What do you have to pay it with?” 

The more optimistic American approach 
might be, “What do you have?” Then as 
an afterthought, “But how much do you 
owe and to whom?” I feel more at home 
with the latter viewpoint. 

In the early days I found that so long 
as Cash and Cash Equivalents were in the 
region of 15 to 20% of Net Worth, op- 
eration could continue without resort to 
borrowed money. 

At the present time, compared to 30 
years ago, heavy accruals such as income 
taxes (provided there is currently a profit) 
have brought the region of this critical 
figure down considerably. However, if 
profits decrease, the operation automati- 
cally goes back to that former pattern, so 
it had better be watched and held to in 
spite of profits. 

More than 10 years ago our treasurer 
showed me a new form of Balance Sheet 
which we had adopted on the recommen- 
dation of Price Waterhouse & Co. It was 
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no longer called a “Balance Sheet,” but 
“Financial Statement,” and, to the best of 
my knowledge, this format is now rapidly 
replacing the old Balance Sheet. I looked 
at it with more than usual interest and 
probably told our treasurer the above 
anecdote. I know my opinion was that it 
was a step in the right direction, but that 
it had not gone far enough. 

I had long known that the Balance 
Sheet of 50 years ago was practically iden- 
tical to the Balance Sheets used by the 
Venetians in, I think, the 13th century. 

I still contend that in speaking of 
“Working Capital” we are hanging onto 
the past because of convention. 

True, Inventory rolls automatically into 
Receivables and then into Cash, but the 
timing of such action is not certain. The 
timing of Receivables and Payables is 
clearly known, and while it sometimes 
drags, it is only when near-insolvency of 
either party is in the offing. 

Inventory on the other hand can be very 
temperamental in its timing, particularly 
when we go into an economic down-grade. 
Further, isn’t it an insult to our Fixed 
Assets to say they don’t ‘‘work”’ ? 

I believe that the term “Current Assets” 
is a hangover from tradition, that a Finan- 
cial Statement would give a quicker, 
clearer view if broken down into three 
subtotals, (1) Cash, etc., (2) Inventory 
and (3) Fixed, with an expression of the 
percentage that each is of the Net Worth. 

After all, if one wishes to know the 
Working Capital because of past habit, 
the addition of the subtotals (1) and (2) 
would give it. It has always seemed to me 
that there is quite a gap in temperament 
between the Cash group and the Inventory 
group, and I don’t see that mixing them 
adds to clarity. 

Lastly, I contend that the so-called 
“Current Ratio” and ‘Current Quick Ra- 
tio” yardsticks conventionally used are not 
very accurate measurements of liquidity. 
For an exaggerated example, suppose the 
Quick Ratio of Cash to Payables is 2 to 1. 
Further, to ventilate the principle at work, 
suppose that the terms of Payables are 
halved. This will cut Cash down to 1.5 
and Payables down to .5, or the 2 to 1 
ratio now becomes 3 to 1. Yet I fail to 
see that the situation is bettered. Or to 
go to the very extreme, if Payables are 
changed to a C.O.D. basis, the ratio would 
be infinity. 

I am convinced that the most direct 
measure of liquidity is “D’ in the “Fi- 
nancial Summary” and particularly ‘X,” 
the percentage of the whole. This is the 
most important of all. 

If this dissertation stirs up a few of our 
accountants to a self-analysis as to how 
far they are being bound by tradition and 
to the detriment of maximum clarity, it 
will have served its purpose. 
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‘Twas Ever Thus 

When the East Coast area was hit by hurricane Diane in 
August, the records destruction problem of one insurance 
company was solved—after a fashion. 

At the outbreak of the Korean War in 1950, the company 
had erected a one-story concrete building near the inter- 
section of two rivers in eastern Pennsylvania. In the building 
were stored for safe keeping some two million punch card 
records and photographic equipment. 

Diane blew the small building into limbo. All the dupli- 
cate records disappeared. But the original records are still 
safe in a bank near the company’s headquarters—many 
miles from the “‘safe”’ area. 


Building Employe Understanding 

Bringing home to employes, and their families, the finan- 
cial facts of life of a corporation is not an easy task, but it 
can pay dividends if employe understanding is achieved in 
fair measure. Many efforts have been made in this direction. 
Recently, we noted the program of Cleveland Electric II- 
luminating Company, of whose 4,600 employes more than 
one in five have a financial interest that goes beyond his regu- 
lar pay check because he is enrolled as a share-owner in the 
company’s Employe Thrift Plan. 

Discussing his company’s program in a recent issue of Te 
Exchange, President Elmer Lindseth reported that the com- 
pany has started a series of dinner meetings for employe- 
stockholders and their wives or husbands, at which the presi- 
dent answers questions and reports on the company’s finan- 
cial standing, developments and prospects. 

The company’s Employe Thrift Plan, introduced nearly 
two years ago, places its emphasis on savings by enabling the 
employes to purchase common stock of the company at 15 % 
below market price or preferred stock at 714% discount, in 
addition to arranging for payroll deduction purchase of U. S. 
Savings Bonds. 

In addition, the company makes available to employes, as 
part of its employe education program, a series of nine classes 
on “The A B C of Securities,” and to date, 140 employes 
have participated in the classes which are restricted to 20 
members at one time, in order to promote informal discus- 
sions and full participation by all attending. It is reported 
that the emphasis is practical rather than theoretical, with 
actual stock certificates, income statements and other perti- 
nent documents being provided to the members of the class. 

The thoroughness of this program forecasts the achieve- 


ment of desirable results and, undoubtedly, the details of the 
company’s program would be available to other companies 
interested in instituting similar approaches to investment ed- 
ucation for employes. 


= Optimism Ahead 


Offsetting recently expressed concerns about the durability 
of the housing boom, particularly its role as a support for our 
prospering economy, is a recent forecast by Dr. George Cline 
Smith, economist of F. W. Dodge Corp., New York, before 
the annual meeting of the Producers’ Council, Inc., in De- 
troit. During the next ten years, according to Dr. Smith, at 
least $600 billion will be poured into new construction and 
the purchase of building material. Approximately one quar- 
ter of that sum will be spent on building repairs. 

The forecast is conservative, in his opinion, because “‘it 
does not anticipate any construction boom, but merely normal 
growth to keep up with our present expansion and growing 
population. 

‘In the next ten years, our population increase should be 
greater than the present combined populations of Canada 
and Australia. . . . But growth is not the only factor. Our 
people are traditionally restless, and they will continue to 
move about.”’ 

Dr. Smith forecasts little over-all difficulty in financing 
this vast expansion if the nation’s fiscal affairs and credit 
management are handled with reasonable prudence, but he 
does admit the possibility of occasional periods of credit 
stringency as the nation undertakes this building program, 
which will include an estimated 1.2 to 1.3 million new 
homes during the decade ahead. 

One further reassuring point is Dr. Smith’s explanation 
that his forecast ‘“‘does not envision a depression or a major 
war’ because there appears to be “‘little basis for expecting 
either.” 


Less Reduction, More Retirement? 

Describing the popular reaction to the encouraging mid- 
year report of the federal budget as one that carries undue 
emphasis on tax reduction rather than debt retirement, Te 
Guaranty Survey, published by Guaranty Trust Company of 
New York, states that many of our fellow citizens appear to 
wish to parody Pinckney’s historic words so that they will 
read ‘‘Billions for tax reduction, but not one cent for debt 
retirement.” 

But despite the “cold war,’ and despite the tax burden, 
the bank’s economic letter declares that “‘it is important for 
the people never to forget that, as taxpayers, they are carry- 
ing a heavy load of debt, which is a not inconsiderable part 
of the high cost of government. Real progress in debt re- 
tirement will probably have to await a substantial reduction 
in other governmental costs. Even small progress, however, 
would be better than none, and there could be no more logi- 
cal time to make a start than a time of business becom when 
inflationary pressure is threatening to gain the ascendancy.” 

—PAUL HAASE 
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These Business Tools Stress Motion-Economy 


Remington Rand continues in the forefront of the trend to 
motion-economy in American business. This is reflected in the 
design and development of these 4 products, each of which have 
motion-economy features built in. One of them, all of them, 
may save money for you! Write Room 2216, 

315 Fourth Avenue, New York 10. 
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How Some Companies 
Are Planning and Controlling 
Their Operations 


John V. van Pelt Ill 


hs. PLANNING of a business operation 
in accordance with established princi- 
ples is the essence of scientific manage- 
ment. This is the antithesis of the old-line 
type of management wherein an individ- 
ual sat down and outlined a program and 
assumed that he had visualized all possible 
contingencies. From that point forward 
he would sell his program to his colleagues 
in the enterprise or else ram it down the 
throats of the organization. In the old-line 
operation, information might be requested 
of other functional areas of the business, 
but all too often the requested data were 
purely those which would be corroborative 
evidence as to the soundness of the de- 
sired program. Scientific management to- 
day rests on coordination of all functions 
of the business and the primary purpose 
of patterns that will insure management 
planning revolves around the mechanics 
of guaranteeing full coordination. 


ESTABLISHING GOALS 

Companies which have studied manage- 
ment planning with an intention of pro- 
ducing a scientific result, all seem to start 
with or soon get into the establishment of 
goals or objectives. Such goals or objec- 
tives are of themselves part of a broad 
over-all plan. Planning of subsequent op- 
erations should be within the framework 
of these goals or objectives or else the 
goals or objectives should be revised. In 
my own company we have been conscious 
of the need for expansion and we recently 
sat down to determine the directions in 
which we should expand. However, the 
first discussion that we had dealt with an 
outline of what fields we wanted to be in. 
We think this is important so that we will 
not find ourselves scattering our shots in 
areas where we do not think that we have 
the necessary skills. 


Our next step will be to define the re- 
turn that we wish to make down the road 
so that we may have a test as to the accept- 
ability of new ideas that are developed. 
All this tends to keep our management ef- 
fort on the beam. Don’t get me wrong. 
We may change these objectives at any 
time in the future, but, if we do, we will 
do it because conditions have changed. 

So far my comments have dealt almost 
entirely with the word “planning.” I con- 
centrate on planning at the outset because 
as I previously indicated planning is in- 
herent in the undertaking of any business 
operation. However, we cannot forget that 
to be effective a planned program must 
also have its control aspects. In any sound 
systems these two elements—planning and 
control—are inextricably interwoven. 

My intention is to tell you what some 
companies do in the field of planning and 
control. In practically no instances will I 
be speaking of the function of the con- 
troller when I describe the cases, so I 
think it better to indicate at this point 
where the controller fits into the picture. 


THE KEY FIGURE 


To begin with, the controller should be 
the key figure in control. The planning 
program without sound control is like a 
ship without navigational instruments. 
Such a ship would know its planned des- 
tination and time of arrival, but would 
have no information as to the impacts of 
the winds and tides on its progress toward 
its goal and the corrections required to get 
back on the course. Control tools will tell 
us where we are in relation to our business 
voyages. 

We should be looking to the controller 
or, perhaps as is done in some organiza- 
tions, to a staff group that is performing 
one of his functions, to exercise the con- 
trol function in the field of planning and 
control. 

The term “control’’ has connotations 
which revolve around three basic criteria. 
These are measurements of progress to- 
ward the objectives of the plan, evaluation 
of the continued soundness of the planned 
program in the light of conditions as they 
evolve and, lastly, the provision for sig- 





JOHN V. VAN PELT Ill, controller of Kendall Company, 
Walpole, Mass., is chairman of the National Committee on 
Management Planning and Control of Controllers Institute of 
America and a member of the Tax Committee of the ACMI, 
the National Association of Cost Accountants, and the 
American Institute of Accountants. Prior to joining Kenda’l 
in 1948, he was chief accounting officer of the Federal 
Water and Gas Corporation (1940-1943) and in 1947, fol- 
lowing Navy service, he accepted the position of research 
assistant to the comptroller of the C & O Railroad Company. 
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nals by which we can be alerted to the 
necessity for alterations in the plan. There 
is no need to go into any long discourse 
on the mechanics by which control over 
plans is maintained because these are gen- 
erally familiar. They are fundamental in 
the proper administration of a controller's 
function. 

Apart from the area of control, the con- 
troller may also have a very important 
place in the field of management plan- 
ning. He may well enhance his stature in 
the corporate enterprise by selling the 
planning concept to begin with. It is my 
personal feeling that this is a field in 
which too many of us fail to exercise in- 
genuity when we have a head start over 
substantially all our colleagues in the busi- 
ness enterprise. 

We are not burdened by some of the 
functional interests of production people, 
whose fundamental desire is to produce 
goods, or marketing people, who wish to 
sell goods, or any of the other myriad spe- 
cialists with which a modern corporation 
is studded. Each of these specialists is tied 
to a particular area of the business and, 
perforce, is pressured by human motiva- 
tion to project his field of operation to the 
forefront, more often than not to the det- 
riment of the interests of other functions. 

While the controller has many func- 
tional interests in the fields of taxes, in- 
surance and the like, they are of a nature 
which, in my opinion, can permit the man 
with a broad appreciation of the needs of 
the business to be more objective in pro- 
viding for the interests of the company as 
a whole. 

The controller has another essential 
function in the field of management plan- ? 
ning in that he furnishes the data around . 
which planned programs are developed.: 




















Data accumulation and availability is a re- 
quirement in planning for the future. 
Moreover, control over prior projects fur- 
nishes the basis for measurement of the 
probability of success with respect to fu- 
ture plans. 

I can envisage the possibility that the 
controller might be established as a co- 
ordinator of all the planning functions of 
a business. However, let me utter a word 
of caution at this point. The coordinator 
of a business must, in my opinion, be sep- 
arated from all functional operations un- 
less such coordination is eftected by the 
organization of the line management. 


ORGANIZATION 

Now let us take a look at some of the 
things that have been done in industry in 
an effort to provide for sound management 
planning and control. I believe I am cor- 
rect when I say the first attack on this 
problem has been made in the field of 
organization. Every company that I have 
studied has started off by laying out or- 
ganization charts and examining the im- 
pacts of motivation upon people. The 
soundly conceived organization plan is the 
primary essential in the management plan- 
ning and control story. 


The Cleveland Electric Illuminating Co. 

I have been impressed with an exposi- 
tion put out by the Cleveland Electric Il- 
luminating Company as part of its super- 
visory training program, which is entitled 
“The Principles of Organization.” This 
document is one of four interrelated pro- 
grams prepared for presentation by dis- 
cussion leaders to company supervisors. 

Let me outline the principles of organ- 
ization planning which are touched upon 
in this document: 
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1. The principle of clearly stating the 
objectives of the company. 

2. The principle of clear statement of 
responsibility. 

3. The principle of specialization. 

4. The principle of proper span and 
depths of control. 

5. The principle of balance; namely, 
the allocation to each element of the com- 
se of direction, supervision, status and 

udget authorizations in direct ratio to its 
contribution of the business. 

6. The principle of line and staff sepa- 
ration. 

7. The principle of avoiding use of as- 
sistants and assistants-to. 

8. The principle of segregation of staff 
elements in the line organization. 

9. The principle of decentralization. 

10. The principle of commensurate au- 
thority and responsibility. 

11. The principle of responsibility. 

12. The principle of coordination. 

13. The principle of organization chart- 
ing. 

44. The principle of uniformity of 
nomenclature. 


It seems pretty clear from reading this 
document that in the organization of the 
Cleveland Electric Illuminating Company 
the staff function does not do the plan- 
ning. It serves only to counsel, advise and 
assist the line and it is the line that has 
the responsibility for promoting and co- 
ordinating the plans of the organization. 


General Electric Company 


A discussion of management planning 
and control at General Electric Company 
was featured at the 1954 Annual National 
Conference of Controllers Institute and 
subsequently expanded and editorially co- 
ordinated for publication by Controller- 
ship Foundation, the research arm of the 
Institute.1 

At General Electric the line is com- 
pletely responsible for all planning op- 
erations. One might ask, “How do they 
get co-ordination?” This is effected by the 
understanding that appraisals of perform- 
ance will be made with a resultant impact 
on the motivations of the people involved. 

It is my understanding that at General 
Electric two points are impressed upon 
management personnel. In the first in- 
stance General Electric has groups of spe- 
cialists organized into services divisions. 
To many of us these divisions might be 
termed staff but I have been told that the 
management does not admit that there is 
any staff in the company. 

However, we do not need to quibble 
about semantics. The important point is 
that these specialists are the leading spe- 


*“Planning, Managing and Measuring the 
Business: A Case Study of Management Plan- 
ning and Control at General Electric Company,” 
Controllership Foundation, Inc., Two Park 
Avenue, New York 16, N. Y. $2.00. ($1.50 to 
members of Controllers Institute.) 


X%UM 





cia 
in 
ho 
lin 
sto 
tak 
der 
div 
blo 
I 
cle: 
wat 
mei 
I 
stoy 
Lin 
ope 
cess 
divi 
requ 
soni 
can 
fails 
be r 
com 
is af 
H 
skill 
the 
shor 
the 
ures 
amo: 
ing 
speci 
over. 
force 
and 
sonn 
Tc 
strict 
staff 
prom 
chief 
meth 
It 
from 
some 
on th 
spons 
specié 
here 
oth : 
canno 


The ( 


No 
the 
ices 
pacity 
operat 
the pl 
“nl 

Wh 
rubber 
is still 
tire m 
are sol 
and in 

At | 


the 


t of 


and 


ely, 
om- 
and 
> its 


epa- 
 as- 


staff 


; au- 


lart- 


of 


this 
the 
Dany 
lan- 
and 


- C0- 
‘ion. 


ning 
pany 
onal 
and 
1 CO- 
Ller- 
the 


com- 





XUM 


cialists within the company organization 
in their respective fields. 

The personnel in the services divisions, 
however, are only permitted to advise the 
line operations, and it is clearly under- 
stood that such advice does not involve 
taking credit for programs which are un- 
dertaken. In fact, a man in the services 
divisions, who does any personal horn- 
blowing, will not long remain in the job. 

It is my opinion that this approach, if 
clearly understood, will go a long way to- 
ward eliminating ubiquitous interdepart- 
mental jealousies. 

However, General Electric does not 
stop with an admonishment to the staff. 
Line management must keep the doors 
open throughout the business for ready ac- 
cess at any time by members of the services 
divisions. In other words, even without a 
request from the line, the services per- 
sonnel can search out places where they 
can give advice. The line management that 
fails to follow the open-door policy will 
be relieved and failures in this sector will 
come to light when the man’s performance 
is appraised. 

Here is an example of co-ordination of 
skills built into the organization. While 
the line manager is responsible for all 
short-range plans and is responsible for 
the effectuation of long-range plans, fail- 
ures on his part to insure co-ordination 
among the functional areas of his support- 
ing cast will be brought to light by the 
specialists interested in such fields. More- 
over, on major planning assignments, task 
forces are set up as special study groups 
and comprise both line and service per- 
sonnel. 

To those of us who may have felt re- 
strictions imposed by internal jealousies in 
staff relationships, such a program, if 
promulgated and fully supported by the 
chief executive, presents an excellent 
method of solving the problem. 

It also protects the line management 
from the all-too-prevalent tendency of 
some staff men to try to force themselves 
on the attention of the chief executive by 
sponsoring programs and pushing their 
specialty to the fore. In such an atmos- 
ae assuming intelligent personnel in 
oth staff and line divisions, co-ordination 
cannot help but flourish. 


The Gates Rubber Company 


Now let us look at some instances where 
the planning function is dominated by 
those who are essentially in a staff ca- 
pacity. One impressive example of a staff 
Operation serving as the co-ordinator of 
the planning function can be seen in the 
Gates Rubber Company. 

While not one of the big four in the 
rubber industry in the United States, Gates 
is still a very large producer, both in the 
tire market, where I believe its products 
are sold principally in the mail-order trade, 
and in other areas of the rubber industry. 

At Gates there is an office established 


MANAGEMENT CONTROLS AND THE PROFIT MOTIVE 


Speaking before the 24th National 
Business Conference sponsored by the 
Harvard Business School Association, 
T. O. Yntema, vice president-finance, Ford 
Motor Company, said the profit motive in 
business needs strengthening and “‘a 
proper system of controls focuses the ef- 
forts of management on making profits.” 

“Many executives, I suspect, are not 
quite so interested in making a dollar for 
the business as in making a dollar for 
themselves—especially an after-tax dol- 
bag,” 

‘A system of controls is needed in busi- 
ness because it helps to bring about better 
work, more efforts for improvement, and 
more effective coordination of activities. 
Through systematic forecasts, it reduces 
mistakes. By increasing the possibilities 
of delegation, it frees top-executive time 
for constructive work.” 

He cited the four essentials for an effec- 
tive controls system as: 


under the title of Budget Director and this 
office not only co-ordinates all the long- 
and short-range plans of the company, but 
includes as a related function the estab- 
lishment of product pricing, which is con- 
sidered to be a planning function. 

Some of the aspects of the Gates pro- 
gram have been in operation for over 30 
years and it appears that the company has 
been quite successful. Under the Gates 
theory, the operating people in production 
and sales merely perform the functions of 
manufacturing and marketing but are not 
responsible for the development and co- 
ordination of future plans of action. 


The Ford Motor Company 


The Ford Motor Company has two ex- 
amples of staff co-ordination. At the top 
level of the Ford Motor Company a fi- 
nance group has been established which 
uses financial measures as a means of se- 
lecting projects that will be undertaken by 
the company. It might be interesting to 
spend a moment or so in sketching briefly 
one selective process which is utilized by 
this finance group. 

Ford has established objective rates of 
return On investment, both for the com- 
pany as a whole and for its various divi- 
sions. The objective rate of return is at a 
performance level higher than that which 
has been achieved to date and the future 
point at which attainment will be achieved 
is somewhat indefinite. 

However, the basic premise states that 
no project will be undertaken, except 
when it is vital to the servicing of the busi- 


1. Leadership and active participation 
of top management; 

2. The establishment of profit centers if 
the business is large and complex; 

3. The use of business projections as a 
management tool; and 

4. The employment of a highly com- 
petent controller and staff. 

Mr. Yntema said ‘the manager of each 
profit center should have responsibility 
and necessary authority to operate his di- 
vision as a separate business, subject only 
to the general guidance from broad com- 
pany policies and, on critical decisions, re- 
view by top management.” 

He said the advantages of the profit cen- 
ter are that “it increases the proportion of 
important executives charged directly with 
the responsibility of making a profit, it re- 
duces in size and complexity the individual 
profit-making unit, and it brings the profit- 
making manager closer to actual opera- 
tions.” 


e * 2 e e e e e . ” 
ness, where the objective rate of return 
will not bring the over-all operations to- 
ward the company-established objective. 
Assuming validity in all estimates of re- 
turn on investment for each project, the 
company cannot help but improve its 
profit position in the direction of its ob- 
jectives. 

I have been told that projects which 
show a rate of return below some fixed 
minimum will have no chance of accept- 
ance at all. Projects showing a rate of re- 
turn between this minimum and the ob- 
jective rate are subject to careful scrutiny 
as to the bona fides of the servicing need 
to be filled. 

Let me touch upon two questions that 
occur to me in appraising the probable 
attainments of this selective process. First, 
it has never been clear how these pro- 
grams which I term, for want of a better 
word, as being of intangible benefit (such 
as installation of employe facilities, beau- 
tification of property, panelling the office 
of the Chairman of the Board) are meas- 
ured in terms of return. In the second 
place, a company could move farther from 
its objective by the forces of competition 
or other economic changes, so that this 
program is no guarantee of corporate suc- 
cess. 

In the Ford Division of the company 
there has been established a whole series 
of staff groups which are part of the 
short-term planning operation of the divi- 
sion. It is quite probable that the form of 
organization in the Ford Division is pe- 
culiar to the type of industry wherein the 
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model year is the focal point of the entire 
operation. 

While the line function is busy produc- 
ing cars for the current year, these plan- 
ning cells throughout the company are 
working on various phases of the model 
years of the future. The moves through 
the planning cells are, of themselves, co- 
ordinated in accordance with a time sched- 
ule. 

However, let us not assume that these 
staff groups are running the division in 
any sense of the word. They may make 
recommendations on body design, cost, fa- 
cilities and other factors, but these recom- 
mendations are funnelled into the divi- 
sional manager and he makes the final de- 
cisions. 


The du Pont Formula 

At this point I would like to touch 
upon two widely publicized case studies 
to show the distinction between the con- 
cept of planning as opposed to control. A 
document, which created a great amount 
of interest in the subject of management 
planning and control, was one which had 
little to do with the planning concept. 
This was the American Management As- 
sociation booklet that was issued covering 
a du Pont presentation which dealt with 
measurements of performance through the 
route of application of formulae dealing 
primarily with turnover of capital. 

The du Pont formula is an informa- 
tional tool used to permit the Executive 
Committee of the company to get a fix on 
how well the operating managements of 
the company are performing their func- 
tions. Failure to achieve objectives might 
well lead to reconsideration of plans, but 
the origin of the changes in the plans or 


the original plans are not products of the 
du Pont formula. 

This formula is strictly a control device 
as is indicated by the title of the booklet, 
‘‘How the du Pont Organization Appraises 
Its Performance.” Despite this I have seen 
men copying the du Pont techniques in 
other companies in an attempt to force 
changes in operating programs to produce 
over the short term certain predetermined 
turnover ratios, and thereby cause a reduc- 
tion in over-all profits. 

They have misinterpreted the objectives 
of the du Pont formula and, by so doing, 
impeded rather than improved the per- 
formance of their own company. It is my 
opinion that those who are responsible for 
this type of misinterpretation are gener- 
ally in the financial field. 

To put it bluntly, I suspect that such 
people are motivated by a desire to build 
up an importance in the corporate deci- 
sion-making picture attributable to their 
functional area which will lead to personal 
advancement. This is the very antithesis of 
co-ordination in planning. 


The Koppers Company 

The American Management Associa- 
tion also put on a program wherein the 
Koppers Company outlined its system of 
accumulating data for presentation to the 
top management of the company. Again 
the function performed at Koppers, as de- 
scribed, was a control function. Granted 
it was a control function performed by a 
group outside of the Controller's Depart- 
ment, but it did not represent the basic 
planning operation of the company. It was 
purely a check-up on how well the plans 
were being performed. 

There has been a great deal of confu- 





“Bert had a good year financially—I got a job!” 
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sion among the business population as to 
the place that the du Pont and Koppers 
operations occupied in the management 
picture and their purpose. We must bear 
in mind that these were purely control 
tools and were not the planning function. 


THE LIFE OF PLANS 

I think it would be well to make a few 
comments on the life of plans. I think that 
the first point that we should make clear is 
that a plan is not necessarily co-existent 
with the formalized budgeting program of 
a company, though it is equally proper to 
state that any plan that has been reduced 
to figures and will ultimately be used as a 
comparison of performance is of itself a 
budget. 

Plans may be made for a variety of 
lives. Merchandising plans are probably 
made for periods of a year or even less. 
On the other hand, facilities planning 
must be made at least for the period over 
which the facility will pay out, and prob- 
ably should envisage the entire life, from 
an economic standpoint, that the facility 
should be used. Programs covering new 
products should at least cover the period 
of time until the products will pay off on 
their initial investment. 


The Kendall Company 

If you will bear with me, I will touch 
upon some of the programs for planning 
that we have in the Kendall Company to 
give you an idea of their wide variety in 
terms of life and also give you my ap- 
praisal of weaknesses that I feel require 
consideration. I am realistic in contempla- 
tion of changes. A meat-axe approach to 
the revision of methods which have been 
used with apparent success by functional 
groups over a long period might so con- 
fuse the management as to cause deterio- 
ration rather than improvement in the 
atmosphere that fosters management deci- 
sions. However, patience coupled with an 
educational program will ultimately pro- 
duce a desire for correction on the part of 
the decision-makers themselves. 

Let me touch first upon our formal 
budgets. These cover the current calendar 
year and are revised at midyear to go 
through the succeeding calendar year. The 
formal budgets for the current year are 
based upon actual merchandising pro- 
gtams, personnel requirements included 
in management of all phases of the busi- 
ness, anticipated sales force coverage, 
staffing of research departments and ap- 
proved maintenance schedules. We have 
a high degree of co-ordination, which is 
achieved by funnelling all statistical data 
through the divisional controllers. The 
forecast at midyear for the succeeding 
calendar year is predicated upon changes 
in direction which are known at the time 
of compilation. We compare actual per- 
formance periodically against the latest 
budget or revision thereof. I have three 
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fears as to inadequacy in our present pro- 
grams. 

First, we permit over-all financial im- 
pacts to determine the scope of annual 
maintenance programs. This is something 
I would like to cure by changes in ac- 
counting procedures, on the grounds that 
it would leave the operating people free 
to run their end of the business with the 
greatest efficiency without upsetting cur- 
rent market appraisals of our securities. 

Secondly, I believe that our method of 
reviewing personnel needs has some tend- 
ency to build structure because depart- 
mental requirements are usually based on 
staffing for new projects rather than re- 
quiring an annual list of all departmental 
projects with a detailed estimate of nec- 
essary personnel applied to each project. 

Thirdly, under the mistaken theory that 
it is sinful to overestimate profits, but it is 
not sinful to be way off the other way, 
there is constant pressure to reduce sales 
estimates and to omit cost benefits at- 
tributable to uncompleted projects. Some 
day the management will learn that use- 
ful profit estimates should strive for ac- 
curacy and not attempt to build in cush- 
ions. In making the plans the management 
should know how much cushion is being 
provided and label it as such. 

Our formal budgets do not control our 
current production schedules. These run 
against a 12-week sales projection which 
is revised every four weeks. My only fear 
in this area is that our sales forecasters 
are prone to be optimistic or pessimistic in 
the light of current sales and are not suf- 
ficiently objective in looking ahead. 

Minor new products or product revi- 
sions require a detailed exposition of 
projected sales, all investment (in physi- 
cal terms) and cost factors with gross 
profit computed for three to five years 
ahead. Reviews of performance are made 
by divisional managements at increasing 
intervals of time to determine perform- 
ance against objectives and the need for 
corrective action. In proposing the orig- 
inal program to its management, one of 
our hectioce requires a detailed explana- 
tion of the contacts made with each in- 
terested function of the business. 

Major new product programs require 
a far more comprehensive study and are 
carried down to a point where there will 
be an accumulated merchandising profit. 
However, we do not compute a payout in 
tespect of the full investment, including 
research, at this time, on the theory that 
the research investment represents a sunk 
cost. 

Bear in mind that at the time the re- 
search program moved from the basic to 
the product application stage, studies had 
been undertaken, though I am not pre- 
pared to vouch for their ultimate accuracy, 
as to probable market potential. Our plans 
include a fairly complete determination of 
cost of merchandising programs through- 
out the planning period, with facility re- 
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“Eventually, when we can afford it, I’ve got 
my heart set on wall to wall flooring!” 


quirements costed out, and a study of im- 
pacts on any related elements of the busi- 
ness. 

While we make comparisons of per- 
formance against the original plan, I have 
personal reservations as to our flexibility 
in altering plans, because we do not co-or- 
dinate adequately sales forecasts in our 
formal budgets with the original sales 
forecasts included in the major new prod- 
uct programs. I hope that we may educate 
our functional managements to do better 
in this regard. 

Major facilities programs are predicated 
on long-range merchandising require- 
ments that carry us through a pay-out pe- 
riod. Construction expenditures and op- 
erating costs are made in great detail. On 
major projects we usually establish a task 
force to make the studies, so that we have 
a proper representation of all interested 
functions. 

The primary problem in obtaining the 
correct answer lies in the danger of having 
the production people, whose primary em- 
phasis lies in the direction of lower manu- 
facturing cost, assuming leadership on a 
facilities program to the extent of forcing 
a biased interpretation of long-range sales 
forecasts. 

In all our planning operations we are 
far from iedine the right answer on 
what to do with marginal business which 
has been in the line for long periods, but 
which is losing market position. Probably 
this is due in part to a failure to measure 
long-range return on investment and to 
set minimum returns which we are willing 
to accept. 

At this point I would like to digress 
for a moment, in order to interpret for 
you published matter which might other- 


wise tend to confuse those who are seeking 
methods of scientifically managing their 
business. 


TOP DECISIONS 

Some of you may have read an article 
in the March 1955 issue of Fortune en- 
titled, “The Subtleties of Delegation.” 
Perrin Stryker, the author, wove his story 
around some case studies that he had made 
on organization planning. The case ma- 
terial had apparently been obtained from 
consultation with top executives in several 
companies. 

It seems to me that the article draws 
the conclusion that companies, in general, 
permit inconsistencies to exist between an- 
nounced and actual programs for the de- 
centralization of decision-making. How- 
ever, in my analysis of the article, it seems 
to me that Mr. Stryker points up the basic 
essentials that I have been trying to talk to. 

I may be somewhat rash in taking ex- 
ception to certain quotes of top executives 
of the companies studied, but I feel that 
they are so fundamental to this whole 
matter that we should be sure that they 
are viewed in their correct light. 

In a large corporation today, there are 
comparatively few decisions that are of 
sufficient magnitude to be of interest to 
the “‘top brass.” Granted that these deci- 
sions may individually involve large sums 
of money, they still are not the decisions 
that make or break the company from the 
profit standpoint. 

The bulk of the dollars that flow 
through these major corporate entities are 
involved in innumerable decisions or plans 
of lesser magnitude but it is such plans 


(Continued on page 600) 
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Flood Costs 


And Government Contracts 


Paul M. Trueger 


The series of late summer hurricanes 
resulted in flood damages aggregating mil- 
lions of dollars for which insurance pro- 
tection was virtually unobtainable. No an- 
nouncement has been made to date as to 
the official position of the Government on 
the flood costs incident to government 
contracts which are not recoverable under 
normal insurance coverage. Accordingly, 
the views expressed in this article are the 
personal opinions of the author based on 
past experience and informal exchange of 
theughts with government officials. 

Inspection of plants, equipment, in- 


COSTS INCIDENT TO FLOOD 


INVENTORIES: 

1. Every effort should be made to iden- 
tify the materials and supplies that were 
lost or damaged beyond repair. The re- 
lated costs, of course, had been entered 
in the books of account so that pricing 
such inventories will present relatively 
few problems. 

2. The costs of rehabilitating inven- 
tories which can be restored to usable con- 
dition should have been identified and ac- 
cumulated in separate accounts. In the 
many instances in which this procedure was 
not considered in the stress and strain of 
the storms’ aftermath, the required rec- 
ords will need to be reconstructed, em- 
ploying available cost information to the 
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ventories and records of concerns who 
have suffered flood damages, and confer- 
ences with legal, insurance, engineering 
and Defense Department experts, permit 
us to form certain conclusions as to the 
nature of government claims involved, 
and the manner in which the claims should 
be presented. The discussion which fol- 
lows treats of the types of costs which have 
been incurred as a result of the floods, 
the accounting records and analyses re- 
quired to support presentations to the 
Government, and the method of submit- 
ting claims. —THE AUTHOR 


extent possible, supplemented by carefully 
developed estimates. To assist in the ac- 
cumulation of costs of rehabilitating in- 
ventories, we offer certain typical expen- 
ditures incurred in actual cases. 


a. Inspection—All inventories which 
were not swept away by the floods, or 
which were not in an obviously un- 
usable condition, underwent inspection 
to determine their economic repairabil- 
ity or salvage. 

b. Segregation—Labor was expended 
in segregating the usable from the non- 
usable stock. 

c. Disposal—The stock which was 
determined to be impossible or imprac- 
tical of salvage had to be removed from 
the premises. Costs were also incurred 


PAUL M. TRUEGER, formerly with the Army Air Force 
and several CPA firms, is now engaged in his own prac- 
tice as a CPA in New York City. He has written numerous 
articles for the various accounting journals (the July 
1955 issue of the Journal of Accountancy carried “Re- 
negotiation Is Here to Stay”) and is author of the book 
“Accounting Guide for Defense Contracts,” published by 
Commerce Clearing House, Inc. He recently participated 
Institute on Termination of Defense Contracts 
sponsored by George Washington University Law School. 
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incident to its disposal, either by the 
contractor's employes and trucks or 
through payments to salvage concerns. 
The total of all such costs, less salvage 
returns, if any, should be determined. 

d. Washing, Brushing, Cleaning, etc. 
—After the salvageable inventories 
have been identified and segregated, 
work begins to restore them to usable 
condition. Depending of course on the 
nature of the materials, various opera- 
tions were required, including washing, 
brushing, cleaning, oiling, etc. 

e. Repairing—Many parts and com- 
ponents require extensive repairs. This 
work was variously performed by the 
contractors’ own employes or was 
shipped out. 

. Testing—Raw materials, compo- 
nent parts, work in process and finished 
goods all required, in increasing de- 
grees, substantial testing to assure their 
suitability for the purposes originally 
intended. In some instances, the costs of 
testing aggregated very large amounts. 
Purchased parts, after all of the clean- 
ing and repairing, often required ship- 
ment back to vendors and subcontrac- 
tors for testing by machines and meth- 
ods not available at contractors’ plants. 

g. Sorting—When the usable inven- 
tories had been determined, and all 
the work necessary to place them back 
into manufacturing condition had been 
completed, much work was needed to 
sort them and place them back into bins 
so as to provide once more a logical 
manufacturing layout. 

h. Clerical Work—Experience _ has 
proven that the clerical work which is 
attributable directly to rehabilitating in- 
ventories as a result of the flood dam- 
age was substantial. Many contractors 
were forced to incur many overtime 
hours of work in an effort to expedite 
their recovery. Where records were 
damaged, there was the need for recon- 
struction, preparation of new inventory 
cards, timekeeping for the work pet- 
formed in connection with rehabilita- 
tion operations, and much miscellan- 
eous clerical work. 


3. Some contractors experienced large 
losses in inventories swept away by the 
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storms and in inventories that had to be 
disposed of because of the substantial 
damage by the waters. All purchases of 
materials and parts, which were made di- 
rectly to replace inventories lost or de- 
stroyed, should be separated for inclusion 
as a separate cost to government contracts. 


PLANT AND EQUIPMENT 

1. The inventory costs incident to flood 
damages, discussed above, when appli- 
cable to government contracts, should be 
charged directly thereto. Plant and equip- 
ment costs fall into two categories, in ac- 
cordance with generally accepted account- 
ing principles. In one category are costs 
applicable to tools, machinery, etc., which 
were purchased for and used directly on 
government contracts. Costs discussed be- 
low, when applicable to this category, are 
chargeable Seectly to government con- 
tracts. Plant and equipment used com- 
monly for government contracts and other 
work fall into the second category. These 
costs are chargeable to government con- 
tracts on a pro rata basis. 

2. Most all of the typical expenditures 
listed under inventories—inspecting, seg- 
regating, disposal, washing, brushing, 
cleaning, repairing, testing, sorting and 
clerical work—are equally applicable to 
plant and equipment. Careful considera- 


‘tion should be given to all these classifica- 


tions of costs inasmuch as expenditures 
were probably made but not isolated. Here 
again, actual costs should be screened out 
and accumulated where possible, and 
closely supported estimates should be used 
to supplement the amounts where actual 
expenditures are not discernible. More 
specifically, the following items should be 
considered : 


a. Cleaning Out Plant—The most 
obvious operation generating costs re- 
sulting from the flood is the cleaning 
out of the mud, debris, etc. Where this 
work was contracted out, the costs are 
easily determinable. If the work was 
performed by the contractor’s own em- 
ployes, accumulating all of the costs 
will be more difficult. Every effort will 
need be made to compile all the direct 
and indirect labor and material costs 
incident to this large task. 

b. Cleaning and Repairing Machin- 
ery and Equipment—All the facilities 
which were exposed to the elements re- 
quired inspection to determine their 
repairability. In some instances, a lot 
of hard work had to be done in cleaning 
in order to put the machines in condi- 
tion. Other times, mechanics of the 
firms worked the clock around for days 
in repairing and replacing parts. Often 
the machines required shipment to the 
vendor for major repairs. Again, the 
important costs are those of the contrac- 
tor’s own employes where the time and 
supplies involved were not segregated. 

c. Replacement of Machinery and 
Equipment—The facilities found to be 








“Do you have something larger? | get quite a few bills” 


beyond restoration were disposed of, 
sold for scrap or used as trade-in on 
new machinery. The costs involved here 
are easily identifiable. 


DowNn-TIME: 

1. Firms suffering flood damage ex- 
perienced varying periods of time of work 
stoppage ranging from a lucky few who 
were able to swing back into production 
within a short time to those who still face 
long periods before the wheels can spin 
again. All the variable expenses, of the 
nature described in the previous para- 
gtaphs, should be charged directly to 
specific production to the degree possible. 

2. An additional consideration is the 
continuation of fixed overhead during the 
period in which the plant is being readied 
to resume production. The costs involved 
include rent, depreciation, taxes, insur- 
ance, fixed supervisory salaries, fixed gen- 
eral and administrative expenses, corpo- 
rate expenses, etc. The problem of recov- 
ery of fixed overhead expenses under gov- 
ernment contracts during periods of work 
stoppages has been under considerable 
controversy for many years, particularly 
in connection with strikes. In the most 
recent authoritative ruling on this subject, 
the Army Judge Advocate General per- 
mitted a contractor to recover against an 
Army contract, a pro rata portion of fixed 
overhead incurred during the period of 
work stoppage caused by a labor dispute. 
On this precedent, it would appear en- 
tirely plausible that fixed overhead in the 
period of work stoppage resulting from 
floods will be similarly considered. 


ACCOUNTING RECORDS 

In the foregoing discussion of costs in- 
cident to floods, constant emphasis was 
placed on the need to screen and identify 
expenditures made specifically for con- 
tracts. All the direct labor, materials and 
supplies expended on inventories, special 
tools and equipment should be thus ac- 
cumulated and charged right to the job 
orders. In this connection, too, there will 
be, in many instances, new or additional 
starting load costs—training of workers, 
etc. These expenses should be accumulated 
on the jobs as in the instances of normal 
initial starting load costs. 

Rehabilitation costs incident to plant 
and equipment requires analysis to segre- 
gate capital charges from expenses. Nor- 
mal, conservative accounting principles 
should be applied, based upon which 
costs will be charged to asset accounts or 
to overhead, as appropriate. 


GOVERNMENT CONTRACT CLAIMS 

As noted at the outset of this article, 
the official position of the Government 
relative to granting relief to defense con- 
tractors who were victimized by the flood 
has not been announced. Pending deci- 
sions in this matter, we offer the following 
suggestions: 

Where contracts are held which are sub- 
ject to price redetermination, costs inci- 
dent to floods, as described in the preced- 
ing pages, should be charged thereto up 
to the limit of the ceiling price. In the in- 
stances of terminated contracts, the men- 


(Continued on page 599) 
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Break-Even Analysis 
For Cash Forecasting 


Jim G. Ashburne 


a ANALYSIS has proved a handy device for orderly 
forward thinking in terms of profit. Either the graphic or 
arithmetic process permits the analyst to study the probable ef- 
fects of change in single financial factors, or combinations of 
them, on profit. Most of the experimentation with the technique 
has been to illuminate the relationship of costs and revenues to 
operating profit, as it is normally computed for financial account- 
ing. The technique has been applied to balance-sheet items to 
enable inference of capital requirements to be drawn.1 

A common practice in forecasting the financial status of a 
business as of a future time and the result of expected operations 
for a future period is to draw up a pro-forma income statement 
and work back from it to a statement showing the estimated 
cash receipts, payments, and ending balance. The profit break- 
even computation or graph can likewise be adjusted to reflect 
expected receipts and payments and (by subtraction) the ex- 
pected ending balance of cash as of the end of a forecast period.* 

Some advantage is gained by computing or demonstrating the 
cash break-even analysis on a basis similar to the conventional 
profit break-even analysis instead of limiting its validity to a 
particular set of circumstances or period of time. 

Conventional break-even analysis and charting reduce to their 
simplest terms data and factors which are complex and subject 
to many external influences, to begin with. In addition, the 
analysis is a projection into the future and for that reason falls 
heir to still more suspicion and a wider margin of error. Even 
so, the values from use of the technique cannot be denied. 

For demonstrating profit probabilities, revenues are conceived 


*See Gardner, Fred V., Profit Management and Control, McGraw-Hill. 
* See Eiteman, The Controller, June 1951. 
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of as net operating revenue, or sales. Costs and expenses reco;" 
nized for break-even analysis are operating costs and expense 
Furthermore, the effect of beginning and ending balances is ex 
cluded by the underlying assumption that all production is sok 
or that beginning and ending balances remain the same. Th 
final analysis is a description of the typical cost-revenue relatior- 
ship of the particular enterprise and is presumably applicable t« 
any period. 

Conventional break-even analysis is predicated on the assump 


tion that costs and expenses which are recognized for accounting | 


purposes can be classified into two categories: (1) those whose 
amount is not at all influenced by the level of activity in the short 
term and within the expected range of activity and (2) those 


whose amount is a function of activity, increasing or decreasing |: 
in the same direction and in the same proportion as activity. Thiv | ° 
classification is admittedly imperfect but useful; the classifica- | 


tion can be done with fair accuracy by correlation, and, in some 
cases, by subjective analysis of ledger accounts. 

If break-even technique is to be applied to cash probabilities 
rather than profit probabilities, the comparable computation or 
graphic presentation would be the simplest statement of dynamic 
relationships of cash flow and level of activity. The basic as- 
sumptions in addition to those underlying profit break-even 
analysis would be that 

a. all sales are cash sales; or that reliable factors for convert- 
ing realized sales into cash receipts can be derived from historical 
records. 

b. all costs and expenses which represent cash outlays are paid 
currently, or that experience factors can be derived to convert 
such costs incurred to cash payments. 

The only adjustment to be made to the sales line on the con- 
ventional break-even chart is for failure to collect because of 
discounts or uncollectible accounts. When reference to detailed 
experience is not possible, the allowance for bad debts may be 
used as the factor to allow for noncollectibility. If this allowance 
is computed on the basis of sales, it can be assumed to represent 
the average experience of the business. The slant of the sales line 
is lowered to allow for noncollection, and the adjusted line be- 
comes the cash receipts line. Adjustment for collection lag could 
be made in the same way. 

The total cost line on the profit break-even chart includes all 
operating costs and expenses. For cash break-even purposes a 
distinction must be made between those costs and expenses which 
require the current outlay of cash and those which do not. Gen- 
erally, variable costs and expenses can be regarded as cash items, 
although exceptions will be discovered if variability has been 
measured by correlation. The bulk of noncash costs will be found 
among the nonvariable expenses, nevertheless. Conversion of 
total cost to cash payments would require that the slant of the 
line be adjusted for any variable noncash items and that the en- 
tire line be lowered in the amount of the nonvariable noncash ex- 
penses. 
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FIGURE II 
Cash Break-even Chart (Showing Cash Pick-up and Profit Pick-up) 


The revised sales line and total cost line now represent cash 
receipts and cash payments which may be expected at any given 
level of activity, granted the underlying assumptions. By altering 
one or both of the lines any circumstance other than those as- 


To determine the profit break-even, arithmetically or graph- 
ically, costs and expenses must be separated into variable and 
nonvariable categories. 




















- x Sal t 500,000 100.0% 
sumed can be studied, and its effect on cash break-even and cash ~°* oe $ 
balance approximated. Variable cost of sales $300,000 60.0 
For purposes of illustration, assume that the following con- Variable operating expenses 62,500 12.0 
: 4 : : Ses 
densed operating statement reflects the typical experience of RinilinaliitiMiiciaticaaidcniieden 362,500 yas 
Company A: 
: Marginal revenue $137,500 WS 
a palin returns, allowances, and discounts) oo Nonvariable costs and expenses 89,500 
Gross margin $200,000 Net operating profit $ 48,000 
Operating expenses (including $62,000 depreciation, (Continued on next page) 
$2,500 bad debts) 152,000 
Net operating profit 9 apeen.. THE COPSTRCAILER. ... ..o.nncccsicwen DECEMBER 1955 
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Profit break-even is calculated from the relationships disclosed 
by this statement. Out of each dollar of sales 27.5 cents is yielded 
to offset a part of nonvariable costs. The amount of nonvariable 
costs to be absorbed is $89,500, regardless of the level of activity 
—by definition. The amount $89,500 is 325,454 times 27.5 
cents; so sales would have to be $325,454 to provide just enough 
marginal revenue to offset total nonvariable costs and leave no 

rofit. The break-even point is $325,454. This computation can 
Es proved mathematically and demonstrated graphically (Fig- 
ure 1). 

To convert profit break-even to cash break-even, the statement 
must be recast once more to recognize the added distinction be- 
tween cash and noncash costs and expenses. 














Sales (net of returns, allowances, discounts) $500,000 100.0% 
Less allowance for noncollection 2,500 0.5 

Expected cash receipts $497,500 99.5 
Cash costs and expenses: 

Variable cash cost of sales $300,000 

Variable cash operating expenses 60,000 360,000 72.0 
Margin of receipts $137,500 27.5 

Nonvariable cash costs and expenses 27,500 
Net cash receipts $110,000 
Memorandum only: 

Noncash expenses 62,000 

Reported net operating profit $ 48,000 


The interpretation of the income statement presented in this 
way (Figure 2) is as follows: Out of every dollar of sales there 
is a margin of cash received over variable cash outlays of 27.5¢. 
The nonvariable cash outlays required at all levels of activity 
amount to $27,500. Using the same arithmetic as with profit 
break-even, sales would have to be $100,000 to provide enough 
marginal receipts to equal $27,500. The cash break-even is 
$100,000 of sales. This point can be proved the same way that 
profit break-even is proved: 














Sales $100,000 100.0% 
Uncollectible 500 0.5 
Expected receipts $ 99,500 99.5 
Variable cash outlays 72,000 72.0 
Margin of receipts $ 27,500 275 
Nonvariable cash outlays 27,500 
Net cash receipts -0- 
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Beyond $100,000 sales, the 27.5¢ cash margin out of every 
additional dollar of sales increases cash balance. This can be 
shown by referring to the original data used as an illustration. 











Sales * $500,000 100.0% 
Uncollectible 2,500 0.5 
Expected receipts $497,500 99.5 
Variable cash costs and expenses 360,000 72.0 
Cash margin $137,500 27.5 
Nonvariable cash costs and expenses 27,500 





Net cash receipts $110,000 
SSS 


$400,000 of sales above the cash break-even point, each dollar 
providing 27.5¢ cash balance, would add up to $110,000. 

Just as the profit break-even analysis is the basing point for the 
contemplation of all assumed variations in expectations or in- 
tents, so is the cash break-even the basing point for the study of 
any assumed change in assumption or circumstance affecting cash. 
For example, if present balances of net receivables and accrued in- 
comes and cash amount to $85,000, and if the expected sales vol- 
ume is $500,000, the forecast cash balance for the end of the 
period is $195,000. Assumption of beginning balances of payables 
and accrued expenses would reduce the forecast cash balance. As- 
sumed ending balances would have the opposite effect on receipts 
and payments. Assumed capital expenditures would require ad- 
justment of the payments line. Planned borrowing or issue of 
equity shares would be an addition to forecast receipts. 

Changes in nonvariable cash costs and expenses would have 
the same effect on net cash receipts and cash break-even as do 
changes in nonvariable costs and expenses on operating profit 
and profit break-even. A reduction of nonvariable cash costs will 
provide an equal dollar increase in net cash receipts and will 
reduce cash break-even by the same percentage as nonvariable 
costs are decreased. The effects of assumed changes in variable 
cash costs and selling prices will be parallel to their effects on 
profit and profit break-even. 

By extending the break-even technique to cash, decision- 
making management can avail itself of convenient tools for 
estimating and visualizing probable effects of alternative courses 
of action or anticipated conditions on cash position as well as on 
profits. The alert controller will see to it that his management 
has such a tool available for planning sessions. 
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ANNUAL BANQUET IN THE PACIFIC BALLROOM OF THE HOTEL STATLER ON TUESDAY EVENING AT WHICH ROBERT E. GROSS ADDRESSED THE GUESTS 


A PHOTOGRAPHER AND A REPORTER LOOK AT 


the 24th Annual National Conference 


OF CONTROLLERS 


LECTRONIC SYSTEMS, management 
E planning and control, tax administra- 
tion and preparing for expansion were 
among the major topics at the 24th An- 
nual National Conference of Controllers 
Institute of America, which was sponsored 
by the organization’s Los Angeles Control. 
The event—first to be held on the Coast 
since 1949—also included 14 industry 
conferences devoted to financial manage- 
ment problems confronting various busi- 
ness fields. More than 1250 Institute 
members and guests attended the gather- 
ing, which took place in the Hotel Statler. 

A panel of executives from the Bank of 
America, San Francisco, discussed man- 
agement planning and control at the 
opening general session, on November 7. 


RIGHT 


Institute officials meet with Robert E. Gross, 
president of Lockheed Aircraft Corporation, just 
before he spoke at the annual banquet. Left to 
right: Vincent C. Ross, past president of the 
Institute, 1950-1951; Edmund lL. Grimes, past 
president, 1952-1953; Rodney S. Durkee, past 
president, 1935-1936; C. E. Jarchow, past presi- 
dent, 1947-1948; Mr. Gross; C. R. Fay, current 
chairman of the Board of Directors of the In- 
stitute; J. McCall Hughes, president, Controller- 
ship Foundation, 1955-1956; George W. Schwarz, 
immediate past chairman of the Board and past 
president of the Institute, 1953-1954; and Rob- 
ert N. Wallis, president of Controllers Institute. 


PANEL DISCUSSION— 
BANK OF AMERICA 

Frank M. Dana, vice president, opera- 
tions, described the decentralized set-up of 
the bank, which has over 570 branches in 
California. ‘“Maximum local autonomy,” 
he said, “‘can be achieved safely, effectively 
and economically only if there is appro- 
priate planning and control. To be effec- 
tive, it must assure top management that 
its policies are being carried out; to ac- 
complish this economically, it must be 
designed so that it will require the mini- 
mum time of top management and the 
local staff. To achieve such a balance, the 
controls should be such that they spotlight 
only those situations which are worthy of 
top-level attention.” 


INSTITUTE OF AMERICA 


The role of the administrative staff in 
the bank’s management planning and con- 
trol was defined by C. D. Terry, Jr., as- 
sistant vice president. “The largest com- 
ponent,” he said, ‘is our administrative 
organization. Its major roles include man- 
agement planning and control, business 
relationships and the provision of special- 
ized knowledge and services. Each of the 
administrative units is charged with pro- 
viding branch managers and their staffs 
with functional guidance, counsel and as- 
sistance in accomplishing approved ob- 
jectives. 

“Branch operations, personnel relations 
and administration operations exert a 
strong management control influence. This 
is accomplished through district officers 
who maintain consistent contacts with the 
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ABOVE—ACROSS TWO PAGES 
Seated at the head table at the Monday lunch- 
eon were presidents of local Controls, past pres- 
idents of the Institute, Institute officers, the invo- 
cateur, and Dr. Clifford E. Maser, guest speaker. 


branches and administrative units. These 
officers check adherence to approved poli- 
cies, practices and procedures. These units 
also have an active role in arranging or rec- 
ommending the procurement and move- 
ment of personnel.”’ 

The banking company’s controller is in 
charge of planning, including such aspects 
as methods and procedures study, equip- 
ment research, financial and tax research 
and organization planning, according to 
the third member of the panel—Joseph P. 
Williams, Jr., assistant to the controller. 
“The advent of computers and data-proc- 
essing machines certainly represents a 
major segment of the controller’s planning 
function. It is our intention to study every 
piece of equipment, large or small, which 
will profit us by reducing costs, simplify- 
ing workflow or improving customer 
service. 

“Rounding out his job as a planner, the 
controller is responsible for organization 
planning. Long-range and interim plans 
are developed mainly for upper-manage- 
ment levels. Through a constant study of 
current specifications which are written for 
TUESDAY LUNCHEON 


4 “s 





all top-level executives and committees, 
and through regular exchange of informa- 
tion with leading corporations and fre- 
quent reviews of growth forecasts, we plan 
and recommend changes in management 
structure. The future seems to indicate 
renewed and increasing competition in the 
banking field, so we know that our plan- 
ning efforts must be increased.” 

Dr. Clifford E. Maser, dean of the 
School of Business and Technology, 
Oregon State College, spoke on ‘‘Practical 
Psychology in Business’”’ at the first day’s 
luncheon. Robert N. Wallis, president of 
the Institute and treasurer, Dennison 
Manufacturing Company, Framingham, 
Mass., presided. 


T. T. ARDEN a 


“Preparation for Growth’ was the 
opening topic on Tuesday morning. The 
speaker—T. T. Arden, executive vice 
president, Robershaw-Fulton Controls 
Co., Long Beach, Calif.—emphasized the 
importance of what he called “a pattern of 
objectives’ which should be clearly de- 
fined and understood. “I have been 
amazed to observe,” he said, “Show many 
corporate entities appear to embrace 
growth without well-defined objectives. 
Industrial history contains an unfortu- 
nately large number of ventures which 


Ed 
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have grown out of hand and into trouble, 
largely because no clear concept of objec- 
tives has been established. 

“A corporate entity electing to grow by 
lifting its own bootstraps must have an 
adequate research and development pro- 
gram. Inadequate research expenditures 
are a weakness of our industrial structure. 
No plans for growth can ignore the need 
for something to make tomorrow which 
does not exist today. Market analyses are 
also most essential, and herein lies an 
opportunity for substantially more effort 
than is embraced by many corporations 
contemplating growth. Acquisitions and 
mergers must not be discounted, because 
they possess certain attributes normally 
catalogued as ‘known’ as opposed to those 


>» 


which are ‘intangible’. 


THEODORE J. KREPS 

Mr. Arden was followed by Theodore 
J. Kreps, professor of business economics, 
Graduate School of Business, Stanford 
University. While confirming the fact that 
appraisals of the economic scene are justi- 
fiably optimistic, the speaker indicated cer- 
tain weak spots which he urged the audi- 


BELOW—ACROSS TWO PAGES 
Seated at the head table at the Tuesday lunch- 
eon were representatives of other organizations, 
presidents of local Controls, Institute officers, and 
the speaker, T. Coleman Andrews, of Richmond, Va. 
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ence to watch with care. Some of these 
included: 


1. Cleavage in the price structure. Farm 
prices have gone down to 86% of the 
1947-49 base period, while prices of 
industrial products other than food are 
up to 118.7. Net farm income has de- 
clined nearly one third during the past 
four years. 

2. Business investment. In 1929, the ratio 
of gross private domestic investment 
to national income was 18%. In the 
second quarter of this year it rose to 
19%. “One must watch this speedom- 
eter most carefully,” Dr. Kreps 
warned, “‘since almost invariably busi- 
ness set-backs start at peaks of stock- 
market prices, business profits and in- 
vestor confidence.” 

3. Consumer borrowing and savings com- 
pared with disposable income. During 
the first six months of 1955, disposable 
personal income increased $11 billion, 
or nearly 4%. Relative to income, the 
amount saved declined from levels of 
nearly 8% to 5.7% —a new low since 
1949. In the 12 months ending August 
31, consumer borrowing went up 18%, 
to a record peak of $33.6 billion. 

4. Jobs hunting workers. Inflation of 
wages, costs and prices starts to simmer 
when a level of more than 95% em- 
ployment is reached. In September, 





only 3.2% of the work force were un- 
employed. This leads to higher costs; 
goods are priced out of the market, and 
the economy falters. 


T. COLEMAN ANDREWS 

Personal performance in the Internal 
Revenue Service increased as much as 40% 
in a year’s time, reported T. Coleman 
Andrews, who resigned as Commissioner 
of Internal Revenue as of October 31. Ad- 
dressing the Tuesday luncheon, he attrib- 
uted much of the gain to a new personnel 
policy which eliminated incompetents and 
recognized ability by promotion to higher 
jobs. 

“The Revenue Service was in very bad 
shape when we took over,” declared Mr. 





ABOVE 


T. Coleman Andrews (center), chairman of the 
Board, American Fidelity Casualty Co., who was 
the Tuesday luncheon speaker, chats with George 
W. Schwarz (left) and Robert N. Wallis (right). 


MONDAY LUNCHEON 


Andrews, who now is chairman of the 
board of the American Fidelity & Casualty 
Company, Richmond, Va. “The service it- 
self was never a corrupt organization. 
Whatever we did was done largely with 
the same people who were there before. 
Fortunately, a good cadre of experienced 
and dedicated people was left.” 

In the process of reorganization, the 
former Commissioner said, 400 of the 
1,500 field offices were eliminated. 

George W. Schwarz, immediate past 
board chairman of the Institute, presided 
at the luncheon. He is vice president and 
general manager, General Products Divi- 
sion, Wyandotte Chemicals Corporation. 


ROBERT E. GROSS 

The guest speaker at the annual ban- 
quet, held the same evening, was Robert 
E. Gross, president, Lockheed Aircraft 
Corporation, Burbank, Calif. He spoke on 
“The Future of Aircraft,” sketching a 
bright future for the nation’s airlines and 
aircraft manufacturers. 

“Commercial airline traffic,” Mr. Gross 
observed, “has shown a steady and con- 
stant growth over the past 25 years. Every 
survey we can make and find confirms 
this trend for the next 25. The mere in- 
crease in population of 30 millions in the 
U. S. A. alone for the next 20 years is a 
factor strengthening this conviction. 
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MONDAY TECHNICAL SESSION 

“Some 20 years ago, aircraft ranked 
135th among American industries in em- 
ployment, and 169th in sales. Four or five 
years later, during World War II, it was 
the largest industry in the country. Since 
then it has gone down with the end of 
World War II—and up, when the Reds 
invaded Korea. But the fluctuations were 
not so violent as most people think. Even 
in 1947—the postwar low for aircraft— 
it was among the first 10 industries. Today 
aircraft and engine manufacturers rank 
second only to the automobile industry in 
employment, and third in sales. 

“Progress has been constantly acceler- 
ating. It took 35 years for an airplane to 
reach 300 miles an hour; ten years to dou- 
ble that to 600 miles an hour, and only 
five more years to double that to 1200 or 
1400 m.p.h. It took 30 years for transport 
airplanes with a range of as much as 1,000 
miles to be developed; less than 25 years 
later, transport airplanes with a range of 
6,500 miles were being built. It took 30 
or 35 years to develop booster devices to 
help the pilot move the controls of an air- 
plane; only 15 or 20 years later, fighter 
planes were being flown and fought al- 
most entirely by automatic means.” 





ABOVE 
A view of the audience at the first general 
session on Monday. A panel of executives from 
the Bank of America, San Francisco, discussed 
the theme “Management Planning and Control.” 


CENTER 


The Business Show in the Wilshire Room attracted 
CIA members between the technical sessions. 





BELOW 


The head table at the special meeting of mem- 
bers of Controllers Institute held Monday morn- 
ing. Left to right: John O. Yeasting, proxy- 
holder; W. B. Morrow, proxyholder; George W. 
Schwarz, immediate past chairman of the Board 
of Controllers Institute; C. R. Fay, current chair- 
man of the Board of Directors; Robert N. Wallis, 
president of Controllers Institute; Paul Haase, sec- 
retary and managing director of Controllers In- 
stitute; J. McCall Hughes, president, Controllership 
Foundation, research arm of Controllers Institute; 
and the inspectors of election—James A. Bea- 
man, John R. Lavinder and Robert A. Frampton. 
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C. R. Fay, national chairman of the 
board of the Institute, presided at the ban- 
quet. He is vice president and comptroller, 
Pittsburgh Plate Glass Company. The in- 
vocation was asked by Canon W. Clinton 
Billig, executive assistant to the Bishop 
of Los Angeles. 


ELECTRONICS PANEL DISCUSSION 


“The Executive Role in the Use of Elec- 
tronic Systems’ was considered at the fi- 
nal general session, on Wednesday morn- 
ing. George Kozmetsky, head of the 
computers and controls division, Litton 
Industries, Beverly Hills, Calif., led a 
panel on the subject. The panel members 
included: Alan O. Mann, coordinator, 
SKF Industries, Inc., Philadelphia; Wes- 
ley S. Bagby, comptroller, Pacific Mutual 
Life Insurance Company, Los Angeles, 
and M. W. Black, senior consultant, Man- 
agement Advisory Services Department, 
Price Waterhouse & Co., New York. 

Likening the present communications 
system in business to that of the human 
body, Mr. Mann declared, “Most of our 
communications of information in busi- 
ness, our nerve impulses, between points 
of action and points of decision are con- 
ducted in successive jerks of data accumu- 
lations, by techniques that are so slow that 
they become almost entirely one-way com- 
munication. Furthermore, at the nerve 
centers and the brain center, we again dis- 
play the same characteristics. There we 
accumulate and analyze incoming infor- 
mation in similarly successive jerks 
throughout a total process that is unduly 
slow. 

“Upon completion of such a stage we 
slowly prepare massive tabulations of 
summarized information which we turn 
over to our managers for review. The man- 
agers make a few, and necessarily incom- 
plete, decisions as a result of their analy- 
ses. Then, again, by slow and jerky 
techniques, they communicate their deci- 
sions back to some of the points of action.” 

The solution, Mr. Mann declared, lies 
in the use of a fully automatic system of 
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TUESDAY SESSION 


teletypewriters across all a company’s op- 
erations, plus a comprehensive set of 
electronic storage and computational 
equipment for all data processing. While 
indicating that such sytems are not yet 
available or in operation, Mr. Mann added 
that most of his company’s development 
work on planning and control for the past 
four to nine years has been in that direc- 
tion. 

The steps one company followed in 
adopting an electronic data-processing 
system were enumerated by the next 
speaker—Wesley S. Bagby, comptroller, 
Pacific Mutual Life Insurance Company, 
Los Angeles, whose firm is now doing 
program-testing on equipment installed 
since midsummer. 

The way for selection of the system and 
its ultimate adoption was paved by a five- 
man committee set up in 1953, Mr. Bagby 
reported. The members were men respon- 
sible for the systems in the areas where 
the electronic system would probably ap- 
ply if required, and high enough in the 
management picture to assure executive 
reliance on their judgment. The commit- 
tee members and a staff of four assigned 
to them were trained in programming on 
several different machines and otherwise 
given a rounded knowledge of data proc- 
essing. While the committee was decid- 
ing whether or not electronic systems 
could be used economically, the company 
launched a program to orient employes 
to the possible conversion. 

“All personnel were told why the study 
was being made, what it might lead to and 
how they would be affected,” Mr. Bagby 
said. “It was emphasized to them that 
any jobs eliminated would be the repeti- 
tive, monotonous tasks; that no employe 
would be a sacrificial lamb on the altar of 
electronic progress. Educational material 
on electronics was a regular feature in our 
house organ and a series of lecture courses 
was made available for those interested. 
Over half the staff voluntarily attended 
some ten hours of lectures, mostly on 
their own time.” 


LEFT ABOVE 
The Tuesday morning session had two speakers, 
Dr. Theodore |! Kreps and T. T. Arden. Pictured 
are (left to right) C. E. Jarchow, past presi- 
dent of Controllers Institute, who was the pre- 
siding officer; Dr. Kreps; Rudolph Ostengaard, 
program chairman, 24th Annual National Confer- 
ence, who introduced Mr. Arden; and Mr. Arden. 


RIGHT ABOVE 


George Kozmetsky (center), electronics panel leader 
at the Wednesday morning session. Seated (left to 
right) are: Charles H. Gordon, presiding of- 
ficer; and the following members of the panel— 
M. W. Black, Alan O. Mann, and Wesley S. Bagby. 


BELOW 


Plans for regional conferences in 1956 are re- 
viewed by (left to right) Murray S. Gelber, 
AiResearch Manufacturing Company of Arizona, 
Phoenix, chairman of the Western Conference 
to be held April 26-28 in Phoenix; C. C. Lay, 
The Wheland Company, Chattanooga, Tennessee, 
chairman of the reception committee of the 
Southern Conference to be held February 23-25 
in Edgewater Park, Mississippi; Paul Haase, 
managing director, Controllers Institute of Amer- 
ica; James A. Beaman, The O’Malley Lumber 
Company, Phoenix, chairman of the program com- 
mittee of the Western Conference; Robert N. 
Wallis, president of Controllers Institute; C. R. 
Fay, chairman of the Board of Directors of Con- 
trollers Institute of America; and Ben Makela, as- 
sistant secretary of Controllers Institute of America. 


ALL PHOTOGRAPHS BY 
VIC STEIN & ASSOCIATES 





WEDNESDAY SESSION 


As soon as the decision to install an 
electronic system was reached, the com- 
pany’s personnel department started to 
consider employes in jobs likely to be dis- 
placed whenever openings appeared in 
nonaffected departments. “We are trying 
to solve some of the more troublesome 
personnel relocations in the next two years 
prior to actual dependence on electronics,” 
Mr. Bagby explained, “and substituting 
new and _ less-skilled hires in the jobs 
which will be eliminated.” 

“We also started immediately on the 
task of preparing additional personnel 
for the coding and programming work we 
knew was ahead. We gave tests in elemen-; 
tary mathematics and logic, then trained 
the successful candidates in programming. 
About two thirds of our 30 programmers 
and coders came from within the organiza- 
tion; the others, mostly coders, were hired 
for the specific job. It has been our ex- 
perience that it is much easier to teach 
programming to someone who knows life 
insurance operations than it is to teach 
life insurance to an experienced program- 
mer. 

A new concept of data processing is 


(Continued on page 590) 
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Sales of Corporate Treasury Stock 

In a key test case, the Government lost when the Supreme 
Court ruled Uncle Sam could not tax, in most cases, the 
money a company makes selling its Treasury stock. The 
Court said such a process would not be taxable so long as the 
firm was not dealing in its own stock “‘as it might deal in the 
shares of another corporation.” The ruling does not affect, 
however, the less common case where a company buys and 
sells its own stock for speculative purposes. Justice Depart- 
ment officials said they believe most pending cases involving 
sale of Treasury stock would be covered by the new ruling. 


Buy-American Act 

The Interior Department has announced a policy, which 
may become governmentwide, to provide a domestic con- 
cern from a labor surplus area a 6% differential in addition 
to the regular 6% “‘buy-American’”’ differential established 
by Executive Order in 1954. This policy represents some- 
what of a victory for the liberal trade policy advocates who 
hope that the 12% differential will be standard in all gov- 
ernment agencies. 


Military Wealth 

A Defense Department report shows that the U. S. has at 
least $124 billion tied up in armed forces properties and 
goods. The inventory report, which will be submitted an- 
nually, does not include $12.5 billion in atomic energy, prop- 
erties and custody of GSA, some supplies and equipment 
overseas, the property in the hands of the army corps of 
engineers. Land, buildings, and other long-life equipment 
are valued at acquisition costs. 


Reports on Tax Benefit Projects 

ODM has eliminated the Annual Report previously re- 
quired from holders of rapid tax amortization certificates 
on the status of their projects (Census Bureau Form ODM- 
1). Instead, ODM’s delegate agencies will collect the in- 
formation on plant expansion progress ‘‘when necessary.” 


Government Out of Business 

The Defense Department is closing down 32 more com- 
mercial type activities it operates. Activities being abandoned 
include chain manufacturing, office equipment repair shops, 
tree and garden nurseries, acetylene manufacturing, and ce- 
ment mixing. 
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Classification for Machine Tools 

Department of Defense has provided instructions de- 
signed to assure uniform identification and classification of 
all defense department industrial equipment both in indus- 
trial facilities and military supply systems. For the items in- 
cluded, the uniform production equipment coding system is 
mandatory for management use. Generally, the coding sys- 
tem will be similar to that presently used in the “Directory 
of Metal Work and Machinery.” Within 90 days, the 
Armed Services are required to file estimates of the number 
of items of industrial production equipment in other than 
supply systems which require identification. 


Trustees of Employes’ Trusts Must File 

IRS has announced that the trustees of employes’ trusts 
must file Form 990-P together with certain information re- 
quired by the proposed regulations relating to pension, 
profit-sharing and stock-bonus plans. IRS made the an- 
nouncement in response to a number of inquiries as to 
whether the filing of certain information by the above-men- 
tioned trustees described in Section 401(a) and exempt 
under Section 501 (a) of the Internal Revenue Code of 1954 
relieves him of the requirement for filing Form 990-P. 


Cost Allowance Rules 

The Defense Department is still working on a revision of 
Section 15 of the Armed Services Procurement Regulations 
dealing with allowable costs. The big problem is the han- 
dling of incentive payments, profit-sharing agreements and 
bonuses as an element of cost in cases where more than 25% 
of the company’s business is with the Defense Department. 
At present the Air Force opposes the allowance of such 
costs while the Navy is inclined to allow them if the claims 
are reasonable. 


Government Real Estate 

The Director of the Bureau of the Budget, Rowland R. 
Hughes, has requested the heads of government agencies 
personally to insure that intensified measures are taken to 
identify, and declare as excess, government-owned real prop- 
erties which are not needed. The objectives of such action 
are the return of property to state and local tax rolls, from 
which it is now exempt; the elimination of high maintenance 
costs; and the deposits of the cash proceeds in the Treasury. 


Businessmen in Government 
A group in Washington is investigating the problem of 
obtaining and holding good executives in the Government. 
It hopes to find out why businessmen agree or refuse to come 
to Washington; what they like or dislike about government 
work once they get there; and what qualities a businessman 
should have if he is to be an effective public servant. The 
project is a volunteer effort of the Harvard Business School 
Club of Washington and costs are being underwritten by the 
CED and the Fund for Adult Education. The group is partic- 
ularly interested in contacting businessmen who decline to 
serve in Washington. The names of such men should be sent 
to Lewis Alexander Traxel, Broadcast House, 40th & Brandy- 
wine Sts., N.W., Washington, D. C. 
—BENJAMIN R. MAKELA 
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Each week another group 


arrives at the Nation’s Capital 


40 Executives 
ona 
orave mission 





They come, at the Government’s request, not to dis- 
cuss contracts and production schedules, but to plan 
something even more important in the national interest 





—the survival of their companies should disaster strike 
in any form... and a prompt recovery from the blow. 


Upon this, it is pointed out, the survival of our nation 
may well rest. 


During their stay in the Capital, Department of Commerce 
officials stress the importance of protecting employees and 
facilities; of establishing a continuity of management and 
technical know-how; of protecting vital corporate records. 

The advantages of microfilming these records are reviewed 
... also the extra protection which results when the films are 
stored in such impenetrable fortresses as Iron Mountain 
Atomic Storage Vaults, Inc., N. Y.; Western States Atomic 
Vaults, Inc., Calif.; National Storage Company, Pa. 


Vital-Record Security Service 


In support of this program, Recordak Corporation 
(Subsidiary of Eastman Kodak Company) announces 
a new service designed to enable companies to resume 
normal operations faster if original records are lost or 
destroyed. 


Beginning November 1, 1955, Recordak will maintain at each 
of the three above-mentioned locations, equipment specially 
designed for the high-speed production of paper enlargements 
from microfilm negatives. Equipment—and stand-by operating 
staff—can be augmented as required to meet increasing demands. 
Also, the same service may be provided in additional security areas. 

Company executives who are concerned with the protection of 
their corporate documents will welcome this new Vital-Record 
Security Service. 

For it means that they can reserve equipment and man power 
on an hourly or full-time basis specifically for the reproduction of 
their vital records should originals be lost through any means. 


Contracts can be for as little as 2 hours of machine and staff 





time per day or as much as 24 hours per day on a 7-day week 
basis. Work will continue at this rate until the number of linear 
feet of vital records contracted for have been produced. 

High-speed print production 
Reproduction equipment used by Recordak in these security 
vaults will produce 1,000 linear feet of paper prints per hour 
from microfilm records of blueprints, production and research 
data, stockholder and financial records, contracts, and other 
vital items. 

Non-strategic materials used 
A new and most important feature is that none of the materials 
used in this high-speed process is considered critical or strategic 
by the U. S. Government. A sufficient quantity of all supplies ade- 
quate to operate each machine continuously until your contract 
has been fulfilled will be maintained as a minimum reserve. 
Stand-by equipment will be tested and serviced periodically. 
Other Recordak Services 


Microfilming. Recordak offers a complete line of microfilmers for 
all requirements on a purchase or rental basis. It also maintains a 
Customer Service Department which will microfilm your records 
at its nearest laboratory or on your premises. 
Film Processing. All Recordak Microfilms—whether photo- 
graphed by you or our Customer Service Dept.—are processed 
by Recordak in high-speed professional equipment to National 
Bureau of Standards specifications for archival films. Following 
this, your films are inspected for photographic quality. 
For complete information on Recordak’s new Vital-Record 
Security Service and other services, write Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 444 Madison 
Avenue, N. Y. 22, N. Y. No obligation whatsoever. 

**Recordak” is a trademark 
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(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to accounting routines 
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State and Local Tax Problems 


Excerpts from a talk presented by La Burne C. Metzger 
before the National Association of Tax Administrators at 
Edgewater Park, Mississippi, July 17, 1955. 


HE NATIONAL COMMITTEE on State 

and Local Taxation of Controllers In- 
stitute has been very much interested in the 
apportionment and allocation formulae 
and factors used by the states in levying 
taxes based on or measured by net income 
of manufacturing, distributive and extrac- 
tive corporations. This Committee is com- 


posed of approximately 60 Institute mem- 
bers representing each of the local Con- 
trols, or chapters, in the larger industrial 
concentrations in the United States. Some 
Controls have several representatives. 
Although a number of organizations 
have studied this problem intermittently 
in the past, no discernible progress has 








would soon pay for a high-speed, automatic MARCHANT 


Today, employee time is far too costly to be 
consumed by hand-operated or outmoded 
electric calculators. You owe it to your 
business to find out how much time and effort 
new automatic MARCHANTS will save. 
Call the local MARCHANT MAN and 
learn, by an actual run on your regular 
work, just how quickly MARCHANT 
calculators would pay for themselves. 


MORCHANT wees 


Poe 
erie 


YOU CAN TURN TIME INTO MONEY WITH A MARCHANT! 
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COUPON! 


For free 1 0x 13 print, send coupon below. 


No one in business cranks a telephone these days 


... but many still hand-crank calculators ...spending time that 






High-speed 
automatic 
MARCHANT 
Figurematic 





Learn how MARCHANT calculators can 
turn out your business arithmetic easier 
and faster...ata saving. Mail this — 
with your business letterhead for free.. 
Print of Office Scene 
Index to Modern Figuring 

by Marchant Methods. . .. . Oo 
Descriptive Literature on 

Marchant Calculators . .... 





MARCHANT CALCULATORS, ae 
Oakland 8, California 0-12 





been made to bring about uniformity in 
tax laws affecting interstate business ac- 
tivities. This is probably due in a large 
measure to the fact that the extension of 
services by the various states and the ever 
increasing pressures of modern business 
have caused state tax administrators and 
businessmen alike to put aside this prob- 
lem in order to cide more time for re- 
solving their every-day problems. 

However, I think it is generally agreed 
by both the states and business that the 
time has arrived when the problem of lack 
of uniformity in the enactment and admin- 
istration of state tax legislation has become 
acute and has imposed upon tax adminis- 
trators as well as business organizations a 
constantly increasing burden, which if al- 
lowed to continue would create more and 
more costly and exacting procedures. 

It is the studied opinion of our Com- 
mittee that an intelligent, objective and 
co-ordinated study of this problem by the 
tax administrators and business if carried 
to a conclusion could bring about an equi- 
table solution that would reverse this costly 
trend of compound reporting and audit- 
ing, and excessive administrative costs. 

In the course of its deliberations our 
Committee realized that considerable au- 
thoritative research would be required be- 
fore even any preliminary recommenda- 
tions could be made intelligently. 

Our Committee therefore requested the 
research arm of the Institute, Controller- 
ship Foundation, to study the entire sub- 
ject of apportionment and allocation. After 
exhaustive research was made at consid- 
erable expense, the results of its study were 
are by Controllership Foundation in 
April 1954.* 

The report of the Foundation was de- 
voted entirely to a presentation of disclosed 
facts, and contained no recommendations. 
It clearly indicates the need for greater 
uniformity in the enactment and adminis- 
tration of state tax laws. 

Let.us review for a moment a hypotheti- 
cal example of what existing variations in 
state tax laws mean to a corporation en- 
gaged in a nation-wide business. 

It is not difficult for a taxpayer to learn 
that more than 100% of his unitary net 


* Cohen, Albert H., Apportionment and Al- 
location Formulae and Factors Used by States 
in Levying Taxes Based on or Measured by Net 
Income of Manufacturing, Distributive and Ex- 
tractive Corporations, New York, Controller- 
ship Foundation, Inc., 1954. $1.50 ($1.00 to 
members of Controllers Institute). 
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income can be subject to taxation at the 
state level, even when only considering a 
two-state operation. 

Assume that the ‘“X’”’ corporation has a 
net income of $1 million from its manu- 
facturing and selling operations and that 
the statutory definition of net income is 
the same in both states in which it does 
business. Assume also that sales and pay- 
roll definitions are consistent. 

Assume too, that the corporation main- 
tains its manufacturing in South Carolina 
and its sales are equally divided between 
that state and Georgia. Georgia uses a 
three-factor formula of gross receipts, pay- 
rolls, and average of finished goods inven- 
tories, while South Carolina uses for 
manufacturing taxpayers a two-factor for- 
mula of cost and tangible property. 

Upon applying the percentages devel- 
oped in the hypothetical case the net in- 
come of the corporation would be appor- 
tioned 9214% to South Carolina and 
38 1/3% to Georgia which in effect creates 
approximately 31% more income for tax 
purposes than was actually earned, merely 
because of a difference in factors used in 
computing the apportionment. 

I don’t want to waste your time by citing 
other examples of which all of you are 
aware, some of which could be made to 
show that a portion of net income could 
actually escape taxation. But, I think you 
will agree that as long as different factors 
are utilized, inequitable and unfair mul- 
tiple taxation will continue. 

If the states will adopt uniform audit 
procedures, local tax audits can be made on 
a reciprocal basis and their findings made 
available to other states, thus reducing the 
cost of state government, which is tanta- 
mount to increasing its usable revenues. 

We believe that the acuteness of this 
problem has been recognized and that this 
is manifested by its important position on 
the agenda of the Governors’ Conference. 
(See THE CONTROLLER, November 1955, 
page 518.) 

Our Committee is delighted with the 
progress that has been made towards pro- 
viding facilities for further study of this 
problem and we deeply appreciate the in- 
vitation which was received from Wil- 
liam L. Frederick, Director of Research of 
the Council of State Governments, to place 
a representative on this organization’s 
Advisory Council. 

It is our understanding that this Council 
it to act in an advisory capacity to the Staff 
of the Council of State Governments and 
will consist of one representative from each 
of several national organizations among 
which are the following: 

American Bar Association, American 
Institute of Accountants, Commissioners 
on Uniformity of State Taxation, Control- 
lers Institute of America, National Asso- 
ciation of Tax Administrators, National 
Tax Association, and Tax Executives In- 
stitute. 


(Continued on page 590) 
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“we don’t hire dishonest employees.” 


Neither does anybody else. But no one knows when they'll 
change—and insurance companies pay out $20,000,000 
a year in losses caused by “‘trusted” employees. 


‘there are only a few of us here 








who handle money.” 


That’s a good idea, but many losses don’t involve 
cash .. . are caused by the juggling of records and 
manipulation of checks and merchandise. 


“we have a ‘foolproof’ accounting 








°° 

system. 

Good internal controls are a great help especially 
when backed by an outside audit, but major 

losses are sustained often by organizations who have 
foolproof” accounting systems! 














‘cwe’ve been in business for 20 years 
—and we’ve never had a bond.” 
You may have a hidden “sleeping” loss that started years 


ago—a “discovery” form of bond includes such losses! 


“what does it cost?”’ 














Suppose you could give each employee a raise 

of 10¢ a day and assure yourself by doing so, of his 
absolute and unswerving honesty. You’d probably think 
it a sound investment toward the safety of your 

firm. Actually you get the same protection at 

a lower cost with an employee bond! 





Right now, while budgets are being prepared, is a good time to provide 
for this important protection for your business. Our agent will be glad 
to help you. If you’re not sure of his name, contact our Agency & 
Production Department and we'll supply it promptly. 


AMERICAN SURETY 


COMPANY FIDELITY * SURETY * CASUALTY °* INLAND MARINE 
HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 


100 Broadway * New York 5, N. Y. 
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IN BUDGETING 


AND 


COST SYSTEMS 


it is 


McCormick & Co. 


Pioneers in direct cost with the version 
now so widely used: “Marginal Income 
Control.” 


Pioneers in responsibility budgeting— 
tying of control costs back to job titles. 


Innovators in sketching the entire pro- 
posed control system in picture form in 
advance of installation. 


Pioneers in early reporting for all 
control forms. Other descriptive Mc- 
Cormick touches include graphic train- 
ing classes, a successful variance inves- 
tigation plan to eliminate excesses. 


All McCormick installations can be 
identified by the colorful, crisply 
written, handsome, hard-bound manual 
which sets up for all to see—the plan, 
use and maintenance of your entire 
control system. 


Send for information 


MeCormick & Co. 


CONSULTING ENGINEERS 


PARK BUILDING, YONKERS, N.Y. 


“A McCormick client is generally 
the leader in his industry’’ 


References gladly furnished 








An easy way to keep fully 
informed of new developments 


in data processing 


DATA PROCESSING DIGEST is a monthly digest 
of the most significant current articles in the 
field of automatic data processing, selected from 
trade publications, conference reports, profes- 
sional group proceedings and books. 


Recent issues of DATA PROCESSING 
DIGEST have covered these subjects: 
Description and operation of electronic clerical 
data processing equipment, 
Typical applications in business and industry, 
Electronic clerical system design, 
Practical developments in scientific managerial 
decision-making, 
Seminars, conferences, training programs. 


You get the key ideas of the articles with complete 
references for only a few minutes’ reading time. 


A 


SISSON AND 


Start your 
subscription 
with the 


current issue. 
12 monthly 
issues, 
$24.00. 





Service of 


CANNING, 


Send for free copy! 


ASSOCIATES 


914C South Robertson Blvd., Los Angeles 35, Calif. 
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It is my privilege to represent our Com- 
mittee as an alternate on this Advisory 
Council and I am pleased to report that in 
my opinion much progress has been made. 
While our Committee did present recom- 
mendations to the Governors’ Conference 
based on the research report of Controller- 
ship Foundation and a national poll of In- 
stitute members, we recognize that final 
recommendations for the ultimate solution 
of this problem will rest largely on statis- 
tical data to be accumulated by the Council 
of State Governments with the co-opera- 
tion of all concerned. 

The assistance of all state tax adminis- 
trators is needed in an unbiased approach, 
if this problem is to be solved successfully 
and we firmly believe, that when it is 


achieved, uniformity will eliminate mul- 
tiple taxation; uniformity will make for 
easier compliance; uniformity will require 
less record keeping; and uniformity will 
facilitate audit procedure and may not af- 
fect materially the revenue of the states or 
tax burden of the taxpayers. 

We sincerely trust that through the com- 
bined efforts of the state tax administrators 
and those who will serve on this Advisory 
Council of the Council of State Govern- 
ments, there will come forth basic legisla- 
tion and procedures, acceptable to all 
states, which will bring about the tax uni- 
formity that states and business have been 
seeking down through the years, to elim- 
inate inequities, to make administration 
easier, and to strengthen our economy. 


24th Annual National Conference (consinued from page 585) 


needed, especially by management, if the 
full potential of electronic systems is to 
be realized, according to Mr. Black. “This 
new concept means,”’ he said, “that in the 
processing of business data we can come 
far closer to meeting the real information 
requirements of the company as a whole 
by the intelligent application of a power- 
ful computer than we could or will be able 
to do with less highly powered equipment. 

“A corollary, and an important one, is 
that as we apply the computer we shall 
find that our former concepts of the in- 
formational requirements of our company 
are changed. Oftimes these changes are 
radical ones. We shall end up not just 
producing the same old information more 
quickly or more cheaply, but by producing 
better and more meaningful information.” 

Like Mr. Bagby, he stressed the im- 
portance of conditioning employes to the 
new equipment. He also called for care- 
ful study of the qualifications, education 


and place in the organization of the com- 
puter group. “Electronics is not a techni- 
cian’s world with which management and 
its administrative acts will be largely un- 
concerned. Management is bound to be 
deeply concerned with the impact of elec- 
tronics on its organizational structure and 
its business practices. It will be brought 
face to face with the effect on individual 
employes and groups of employes, and it 
will have to resolve questions surrounding 
the composition and status of its computer 
groups.” 

The Conference closed with a luncheon 
at which J. McCall Hughes, president of 
Controllership Foundation and vice presi- 
dent and controller, Mutual of New York, 
presided. The speaker was Dore Schary, 
vice president in charge of production and 
studio operation, Metro-Goldwyn-Mayer, 
Culver City. His subject was “Motion 
Pictures: Their Influence on the Modern 
World.” 


BELOW 


Officers and trustees of Controllership Foundation, research arm of Controllers 
Institute of America, at a meeting which was also attended by Institute officials. 
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It Costs No More To Give More— 
If You Give The Bonus In Savings Bonds! 


If your company is one of the more than 45,000 com- 
panies that have the Payroll Savings Plan you know 
what your employees think of Savings Bonds — they 
spell it out for you every month in their Savings Bond 
allotments. 


If you don’t have the Payroll Savings Plan, and are 
wondering whether your people would like to receive 
their bonus in Bonds, here are a few significant facts: 


—every month, before they get their pay checks or 
envelopes—8,500,000 men and women enrolled in 
the Payroll Savings Plan invest $160,000,000 in 
U. S. Savings Bonds. 


—Payroll Savers hold their Bonds: From May 1, 
1951, to September 30, 1955, approximately $18.7 
billion E Bonds reached 10-year maturity dates. 


On September 30, 1955, approximately 70.3 % of the 
matured bonds were retained by their owners under 
the automatic extension plan. With additional in- 
terest earned since maturity dates ($560 million), 
cash value of the matured bonds held by individuals 
amounts to approximately $13.7 billion. 

—on September 30, 1955, the cash value of Series E 
and H Bonds—the kind sold only to individuals— 
totaled 39.7 billion dollars, a new high. 


To the Payroll Saver, and to the man who buys his 
Bonds at a bank (because his company does not pro- 
vide the Payroll Savings Plan) a One Hundred Dollar 
Savings Bond looks bigger and better and is bigger and 
better, than a check for $75. Make this a merrier 
Christmas for every employee. Give the gift that keeps 
on giving. 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 
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591 





LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA d 





S 
1c 
Birmingham, Ala. P 
TOP PICTURE iy 
Plans for the 1956 Southern Confer- 
ence of Controllers Institute of America, S 
scheduled for February 23-25, 1956, at 
the Edgewater Gulf Hotel, Edgewater 
Park, Mississippi, were discussed at a re- 
cent meeting of representatives from four in 
Controls in Region 5, which are co-spon- de 
soring the Conference. tee 
Seated (left to right) are: Gordon B. a 
Schaefer, chief accountant, Southeastern a 
Pipeline Company, Atlanta, Georgia (vice Cr 
chairman of the Conference from the At- f 
lanta Control); William C. Jones, con- 7 
troller, Alabama By-Products Corporation, tn 


Birmingham, Alabama (general chairman 
of the Conference); and Gordon Fitzell, 
assistant treasurer and controller, Ameri- 
can Lava Corporation, Chattanooga, Ten- 
nessee (vice chairman of the Conference 
from the Chattanooga Control). 
Standing (left to right) are: Ennis 
Hughes, comptroller, McGregor’s, Mem- 
phis, Tennessee (vice chairman of the 
Conference from the Memphis Control); 
C. C. Lay, treasurer, The Wheland Co., 
Chattanooga, Tennessee (chairman of the 
Reception Committee); and Carson C. 
Reeves, secretary, Drennan Motor Co., 





Inc., Birmingham, Alabama (chairman of ‘ 
the Finance Committee). S : 
tat 

Dec 

Boston, Mass. cep 
CENTER PICTURE ator 

Robert N. Wallis, president, Control- biesen 
lers Institute (right), is congratulated by oe 
Edwin E. McConnell (left), past national ioti 
i 


president and former chairman of the Ad- 
visory Council on Federal Reports. Seated g 
is Burdette A. Johnson, president, Boston - 





Control. NM 
The occasion was “Bob Wallis Night” troll 
held on October 11, at the Hotel Statler, Syra 
Boston, Massachusetts. High spot of the has 
celebration was a “This Is Your Life” a na 
presentation, which was a complete sur- tor, 

prise to everyone, especially President of 
Wallis. The presentation was developed Ins 
by a small committee, carefully rehearsed, Am 
and put on tape. Slides showing various Han 
phases of Bob Wallis’ life were synchro- also 
nized with the script. the 
Cont 


LOWER PICTURE Inst 


Officers and directors of the Boston place 
Control at head table on “Bob Wallis taker 
Night.” Seated (left to right): Russell T. dent 
Smith, secretary; Robert H. Meystre, sec- diana 
ond vice president; Edwin E. McConnell, been 
DECEMBER 1955 past president of the Boston Control; Mack 
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R. N. Wallis; Burdette A. Johnson; Paul 
Haase, managing director, Controllers In- 
stitute; William H. Perks, first vice presi- 
dent; and Thomas D. Walsh, treasurer. 

Seated in the foreground: C. Ellis 
Spencer, who has served as a Control pres- 
ident, national director, and regional vice 
president of the Institute, and who was a 
member of the special committee ap- 
pointed to develop the program in honor 
of Bob Wallis. 


San Francisco, Calif. 
BELOW 


Senator Thomas H. Kuchel (left) shak- 
ing hands with John R. Lavinder, presi- 
dent of the San Francisco Control of Con- 
trollers Institute of America, at the regu- 
lar monthly meeting held on October 20 
in the St. Francis Hotel, San Francisco, 
Calif. The Senator addressed the members 
of the Control and their guests on ‘“Re- 
cent Developments in Government and 
Their Fiscal Implications.” 





Senator Kuchel was controller of the 
State of California from February 1946 to 
December 1952, when he resigned to ac- 
cept an appointment as United States Sen- 
ator from the State of California. In No- 
vember 1954, the electorate of California 
returned Senator Kuchel to the United 
States Senate by an overwhelming ma- 
jority. 


Syracuse, N. Y. 

Mark Z. Hanlon, secretary and comp- 
troller, First Trust & Deposit Company, 
Syracuse, N. Y., a 
has been elected 
a national direc- 
tor, Region IV, 
of Controllers 
Institute of 
America. Mr. 
Hanlon, who is 
also president of 
the Syracuse 
Control of the 
Institute, re- 
places William H. Schrader, who has 
taken a new post as financial vice presi- 
dent with Servel, Inc. in Evansville, In- 
diana (Region VI). Mr. Schrader had 
been first vice president of Easy Washing 
Machine Corporation, Syracuse. 
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H. P. GOULD 
Nationally Recognized Systems Analyst, 
President H. P. Gould Company, says 
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for these leaks 
that mean profit loss! — 









ORDER-BILLING 











Check to see how many writings are now needed 
to prepare shipping orders, bills of lading, tags, 
labels and invoices. If you need more than one 
writing, you can save time and money with a 
DITTO One-Writing System. 


AUSTIN- WESTERN COMPANY 
_ SAVES $25,000. A YEAR 
DITTO One-Writing System has 
saved this company $25,000. a 
year, made possible handling of 
double order volume with two less 
clerks, simplified billing, and 
cleared up a troublesome back 
order situation. 








PRODUCTION 














How many typings are you making to produce parts 
orders, assembly orders, material requisitions, 
labor tickets? If you make more than one typing, 
you'll speed production and increase efficiency by 
using the DITTO One-Writing System. 


THE DURIRON COMPANY, INC. 
SAVES $24,000. A YEAR 
DITTO One-Writing work order 
systems for foundry, machine 
shop, and assembly have made net 
reduction of 4 shop clerks and 
freed foremen and production men 
from paperwork, with overall sav- 

ings of $24,000. a year. 
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PURCHASE-RECEIVING 














How many times is basic purchase information 
written to produce bid requests, purchase orders, 
receiving reports, inspection reports, debit memos? 
Every re-writing is an opportunity for saving with 
a DITTO One-Writing System. 


ARGUS CAMERAS, INC. 
SAVES $14,000. A YEAR 
With DITTO One-Writing System, 
this company streamlines handling 

of deliveries on se 

with saving of $14,000. a year, 
simplifies accounting, reduces 
clerical and saves costly 


filing space. 








TAKE THE FIRST STEP TO INCREASE PROFITS— MAIL COUPON FOR FACTS 





DITTO, incorporated, 676 S. Oakley Bivd., Chicago 12, Ill. 
DITTO of Canada, Ltd., Toronto, Ontario, DITTO Britain Ltd., London, England 

At no cost or obligation, please send me copies of Gould Reports and 
information on how you can save us money, time, and effort with 
DITTO One-Writing System for: 














O Order-Billing © Production (© Purchase-Receiving 

O Payroll © Inventory Control (© Other 

Name, Position 

Company 

Address 

a ‘Se County State 
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A Totally New Concept 
AUTOMATION 


Comes to the Desk Calculator 


Today it is an accomplished fact. 
Automation invades the field of desk 
figuring. Automation by-passes 
many figuring steps, flashes the an- 
swer with jet-like speed. You can 
imagine the dollars it squeezes from 
office figuring costs. 


A dynamic new principle in the 
new, totally automatic Monro-Matic 
Desk Calculator: Its compact single 
keyboard provides functional-color 
controls. It automatically seeks its 
own decimal. The Duplex is the only 
American desk figuring machine 


that directly adds as it multiplies, 
adds as it divides, and puts aside 
and remembers intermediate results 
to apply to final answers. On 
payroll computing alone, it cuts 
down figure work as much as 3l 
percent. Ask operators who know. 
They prefer Monroe. 


Here, gentlemen, is a preferred 
investment. An assurance against 
obsolescence for years to come. 
Monroe Calculating Machine Com- 
pany, Inc. Home office: Orange, 
New Jersey. Branches everywhere. 


see MACHINES from MONROE 


for CALCULATING - 
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Job Changers to 
Keep Pension Rights 


Recent labor management contracts per- 
mit a job-changing worker to carry pen- 
sions right with him. Under provisions for 
vested rights contained in some contracts, 
an employe may look forward to retire- 
ment with parts of his total pension paid 
by several employers. The new move 
gained impetus from the auto industry 
settlements this year, Commerce Clearing 
House reported, and more and more work- 
ers may come under such plans through 
similar provisions in contracts coming up 
for negotiation. Although overshadowed 
at the time by the furor over the announce- 
ment of the guaranteed annual wage, the 
vested pension provisions in the same con- 
tracts should be equally significant in the 
long run, it was pointed out. 

In the motor company plans, workers 
who are 40 years or over and have ten years 
of service will get pensions at age 65 cover- 
ing their years of service whether or not 
they stay with the company. The change is 
a radical one from the original purpose of 
many pension plans which was, in part at 
least, designed to reduce labor turnover. 
Under the previous contracts, a worker 
who left his job forfeited pension benefits, 
and funds set aside for him were often re- 
tained in the general fund to the credit of 
other workers. 

The new provisions will substantially 
raise the cost of industrial pensions. Many 
plans now in effect have their costs figured 
on the basis of some workers dropping out 
of the pension plans each year. Under the 
new system all workers will have a perma- 
nent equity in their shares. In addition an 
amount of paper work impossible to cal- 
culate will be required, the CCH report 
continues. Each time an employe with a 
vested pension interest leaves a company, 
either the company or the pension fund 
trustee will be required to keep track of 
him until he is 65 to make sure he gets 
what is coming to him. 


Labor Shortages 


Serious labor shortages in a number of 
vital office occupations may develop in the 
next few years according to a report re- 
leased by the National Office Management 
Association. The report forecasts condi- 
tions ahead to 1960 and includes an ex- 
haustive study of all types of clerical oc- 
cupations in business and industry. Cov- 
ered by the report are: impact of office 
machines on employment, future and cur- 
rent educational levels of workers, trends 
in male vs. female workers, effects of mar- 
ital status, of birth rate, of wars and 
drafting of men, of trend toward higher 
education, changing characteristics of the 
labor force, and trends as far as employ- 
able ages are concerned. The report is the 
result of a two-year study by a faculty team 
from Drexel Institute, Philadelphia. 
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Newspaper Controllers Elect 
R. P. Hunter as Group President 


Robert P. } ' 
Hunter, secre- 
tary-treasurer, 
Birmingham 
News Company, 
Birmingham, 
Ala., was elected 
president of the 
Institute of 
Newspaper Con- 
trollers and Fi- 
nance Officers at 
their 8th Annual Meeting in New York. 
Mr. Hunter, whose company publishes 
the Birmingham News and Post Herald, 
replaces Herbert E. Hetu, secretary and 
controller, Sharon Herald, Sharon, Pa. 

Mr. Hunter is also secretary-treasurer 
of the Alabama Broadcast Company (Sta- 
tion WAPI) and vice president of Mer- 
cury Express Co., Inc., statewide newspa- 
per distributors. 

Frank T. Hogdon, Jr., controller and 
assistant treasurer, Cleveland (Ohio) 
Plain Dealer and News, was chosen first 
vice president; G. Stewart Phillips, comp- 
troller, assistant secretary and assistant 
treasurer, Washington (D. C.) Post and 
Times Herald, was named second vice 
president. Nora M. Foulds, treasurer, Lon- 
don (Ont.) Free Press, was elected secre- 
tary and a new freasurer was chosen— 
Edmund W. Downs, controller, Hartford 
(Conn.) Courant. 

Mr. Phillips, who is current president 
of the District of Columbia Control of 
Controllers Institute, was named as one of 
six new directors. 


New Institute Appointments as 
Bureau of the Budget Advisors 


Lisle W. Adkins, comptroller, General 
Dynamics Corporation, New York, and 
T. G. Redman, comptroller, Swift & Com- 
pany, Chicago, will represent Controllers 
Institute of America on the Advisory 
Council on Federal Reports. 

Mr. Adkins will be continuing his 
service while Mr. Redman succeeds Edwin 
E. McConnell, treasurer, Norton Com- 
pany, Worcester, Mass., who has been a 
member of the Advisory Council since 
1943 and who has retired as its chairman 
—a post he has held for two years. Mr. 
McConnell will continue his service with 
the Advisory Council as a member at 
large. 

The Advisory Council on Federal Re- 
ports is composed of representatives of 
seven national business organizations, ap- 
pointed by the organizations at the re- 
quest of the director of the Bureau of the 
Budget, to advise with the Bureau in 
simplifying and improving questionnaire 
and reporting procedures of the federal 
agencies. 
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Let the MAN from MONROE put 


AUTOMATION 
On Your Desk 


Meet Arthur F. Bridenstine, Detroit's 
MAN from MONROE. A man of wide 
community interests, he is also a 
skillful weekend painter. Asa skilled 
figuring analyst, he serves Detroit's 
businessmen, applying his extensive 
training totheirown specific require- 
ments. He follows the doctrine: ‘‘Men 
+ Machines = Monroe,” with em- 
phasis on men. 


Your own city, too, has a Man from 
Monroe, a realistic, objective con- 
sultant in simplifying figure work 
systems. See your telephone book. 





FUNCTIONAL-COLOR CONTROLS are now 
one of the many speed exclusives that 
Monro-Matic’s new concept brings to figure 
work. Red control keys for dividing, green 
for multiplying. 


see The MAN from MONROE for 


CALCULATING - ADDING - 


ACCOUNTING MACHINES 
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CONTROLLERSHIP 
FOUNDATION 


REPORTS 


Roman numerals indicate classification 
under the Basic Long-Range Research 
Program 
I 
Centralization vs. Decentralization in Organ- 
izing the Controller's Department .. $6.00 
($4.50 to CIA members) 

Setting Salaries in the Controller’s Depart- 
ME iccWec i Nace neab anes xe awes $10.00 
($7.50 to CIA members) 
Developing Men for Controllership .. $3.25 
($2.45 to CIA members) 
Controllership in Modern Management $6.65 
($5.00 to CIA members) 

il 
Management Planning and Control: An An- 
notated Bibliography ............ $6.50 
($5.00 to CIA members) 
Planning, Managing and Measuring the 
RIES: Au ii'o's «a\9'5'5s Sin c's dosha eeisi $2.00 
($1.50 to CIA members) 

Business Forecasting ............. $5.00 
($2.00 to CIA members) 
*Depreciation Policy When Price Levels 
SREION 5654 6a5G skies seoo sana er $2.00 

($1.00 to CIA members) 
*The Impact of Budgets on People . 
($1.50 to CIA members) 
il 
Electronics in Business: A Descriptive Refer- 
DOD MAOIED csc ad sbeeneSeonexa $2.00 
($1.50 to CIA members) 

Business Applications of Electronic Machines: 
An Annotated Bibliography ....... $2.00 
($1.50 to CIA members) 

What People Want To Know About Your 


$3.00 


ee BO aR Te ee ee $5.00 
($1.00 to CIA members) 
IV 
Business Consultants: Their Uses and Limita- 
OS Se ee ee $3.00 
($1.50 to CIA members) 
Vv 
Apportionment and Allocation of Corporate 
Net Income for State Taxes ....... $1.50 


($1.00 to CIA members) 
Management Planning for Corporate Taxes 
SSSR SE Biennale ow smisW-n'G oles ewes $4.00 

($3.00 to CIA members) 

Defense Mobilization: What Management Is 
PASO) <ciovstslavsioks  seanive cals sin wie $1.00 
($.50 to CIA members) 

Vi 
Providing Facts and Figures for Collective 
Bargaining: The Controller's Role .. $5.00 
($3.50 to CIA members) 
Meeting the Challenge of the Buyer’s Mar- 


($2.50 to CIA members) 
*Studies now out of print. Loan copies 
are available from the Foundation Li- 
brary. 


CONTROLLERSHIP 
FOUNDATION, INC. 


Two Park Avenue 
New York 16, N. Y. 
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AN INTRODUCTION TO AUTOMATIC COMPUTERS: 
A Systems Approach for Business* 


By Ned Chapin 





Reviewed by HAROLD H. CAUVET 
Director, Electronic Applications 
General Foods Corporation 

White Plains, N. Y. 


Most businessmen are interested in 
finding out as much as they can about the 
application of electronic data-processing 
machines to business-data recording. What 
has been needed most of all is a good book 
to describe what it is all about. Until now 
there have been no books that deal specif- 
ically with business-data processing but 
when there is a need, someone is sure to 
try to meet the demand. Several books are 
in the course of preparation, but the honor 
of being the first on the market must, per- 
haps, go to Ned Chapin. In a sense this 
may be a dubious honor. 

“An Introduction to Automatic Com- 
puters” was obviously written for busi- 
nessmen. It is subtitled ““A Systems Ap- 
proach for Business” so we must appraise 
the book in the light of its appeal to busi- 
nessmen. 

It consists of a series of lectures which 
the author gave in a course on automatic 
computers at the Illinois Institute of Tech- 
nology. They have been re-arranged and 
to some extent rewritten. For anyone who 
is eager to find out what all the furor is 
about, he has provided, through his book, 
an opportunity to do so. He starts off in 
Chapter I by posing a series of questions 
about the use of computers in lain 


* Published by Technology Center, Chicago, 
Ill. Paperbound cover. $9.00. 


but when the reader has finished the book 
he may not be in any better position to 
answer them. Obviously, and as Mr. 
Chapin points out, ‘A book will not solve 
particular, specific problems.” He has suc- 
ceeded to a degree in fulfilling his stated 
objective of “presenting the material in 
nontechnical language,” although the 
reader will find it necessary to understand 
the meaning of some of the terms which 
are used. 

The book is organized in a manner 
which is intended to answer these ques- 
tions: 


What are automatic computers? 

What can they do? 

How do they work? 

How can a proposed installation be fi- 
nancially justified ? 

How do they fit into business systems? 

What are the characteristics of avail- 
able computers? 

What does it cost to own and operate 
one? 


The first three chapters explain what is 
meant by an electronic automatic computer 
and what is included in such a system, and 
also explains what such systems are capa- 
ble of doing and what they cannot do. 
There is a brief explanation of how a com- 
puter operates and then the author jumps 
into evaluating the profitability (or lack 
of it) of using an automatic computer and 
its place in a business organization. 

An interesting observation is that “An 
automatic computer itself does not work 
toward, or favor, either centralized or de- 
centralized management, but an auto- 
matic computer can be used in a manner 
that results in increased centralization ot 
decentralization. It is not the automatic 
computer itself but the type of business 
systems that are devised for use with an 
automatic computer that determine 
whether centralization or decentralization 
of management is furthered by the use of 
an automatic computer.” 
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This reviewer would have preferred a 
different sequence of chapters, so that the 
reader could have obtained a better under- 
standing of how computers operate before 
getting into such aspects as human rela- 
tions, training, and what to do about the 
person who is most intent upon “empire 
building.” Most readers should take the 
author’s suggestion and skip over Chapters 
IV through VIII and return to them after 
reading Chapter XIII. The book would 
have been better organized had it followed 
that sequence. 

Mr. Chapin makes very clear that auto- 
matic electronic computers are not “giant 
brains’ but just another business machine, 
albeit a very complex one to be sure. He 
points out that “human beings are still 
the most important elements in business; 
automatic computers are only tools for do- 
ing a job.” 

Chapters IV through VIII have to do 
with evaluating the profitability of a com- 
puter installation, business systems for 
automatic computers, fitting a computer 
into a company, cost aspects, and the fi- 
nancial justification. Mr. Chapin has given 
a great deal of thought to these subjects. 
He has some excellent suggestions and dis- 
cusses at some length the importance of 
reviewing the sources of information, the 
use that is made of it, and the need which 
some people may, or may not, have for it. 

The chapter on fitting the computer 
into a company deals mostly with human 
relations and obtaining acceptance of the 
computer by the people in the organiza- 
tion. He emphasizes the need for enthu- 
siastic support of the program at all levels 
of management. The need for each person 
to feel that he is a part of what is being 
done requires preparation and selling but, 
as Mr. Chapin points out, will undoubt- 
edly contribute greatly to a successful in- 
stallation. 

The chapters on cost aspects and finan- 
cial justification can merely offer sugges- 
tions as to the things to be considered, for 
each company must determine on the basis 
of its own operating needs whether a com- 
puter will be profitable. 

There is a growing application in busi- 
ness of the techniques of Operations 
Research and other branches of the man- 
agement sciences. When obtaining a com- 
puter it is well to consider what problems 
of this type might be solved either now 
or in the future, so that a computer of 
sufficient capacity will be available. 

The book gives a fairly complete history 
of the development of the mechanical com- 
puting devices and also explains in quite 





WHEN YOU NEED FACTS ON 


Pensions .. . Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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how XEROGRAPHY 


cuts duplicating costs *30,000 a year 
PACIFIC RAILROAD CO. 


for WESTERN 







“The West's 
fastest moving 
railroad” 





SPEEDS PAPERWORK 






SPEEDING THE PREPARATION OF Division Sheets ° Vital Rate 
Information + Internal Forms * Management Letters and 
Bulletins > Legal Documents * 2,600 Paper Masters Monthly. 


Xerography gives Western Pacific a clear track when it comes to speeding the 
preparation of division sheets and other vital rate information formerly retyped 
laboriously from previously printed material. Typing and proofreading of divi- 
sion sheets was once a time-consuming chore, costing Western Pacific thousands 
of dollars yearly. Xerography, a fast, dry electrostatic copying process, now 
does in three minutes what used to take hours. It eliminates errors because it is 
photo-exact, produces a better looking result, and greatly reduces production 
bottlenecks. 

Xerography serves Western Pacific in many other ways. Quick copies replace 

retypes. Internal forms are duplicated with impressive savings in time and 
money. Management letters and bulletins, legal briefs and other legal docu- 
ments are accurately copied in the shortest possible time. In one month Western 
Pacific prepared 2,600 paper masters by xerography for runoff of multiple 
copies on an offset duplicator. Xerography does a better job faster, saves the 
railroad an estimated $30,000 a year. 
New developments in xerography make it the one, all- 
purpose, fast and economical process for copying anything 
written, typed, printed or drawn, onto different types of 
masters for duplicating. 

Now you Can copy onto offset paper masters, pre-sensi- 
tized positive working metal masters, spirit (or other 
fluid-type) masters, translucent masters, by this versatile, 
photo-exact, dry, electrostatic process. 

Original copy can be enlarged, reduced or made same 
size. Masters can be made from opaque originals or from 
copy on both sides. Also, up to eight copies, including 
a paper master or translucent intermediate, can be made 
from one xerographic image. 





Write for proof of performance folders showing how companies 
of all kinds, large and small, are cutting duplicating 


xerography. 


costs and speeding paperwork with 


THE HALOID COMPANY 
55-81X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


_XEROGRAPHY 
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some detail about the different forms of tems men will appreciate the importance _ takes pains to point out that his listing is F| 
arithmetic, such as binary and octal, which _ which is attached to the role they should incomplete because of his inability to ob- 
most readers will probably learn about for play. As Mr. Chapin points out, “It re- tain complete data from the manufacturers G 
the first time. He also describes and gives quires bold thinking and true initiative and he is the first to admit that such a 
illustrations of the use of the various num- __on the part of the systems personnel and listing soon becomes out of date. There (Co 
ber code systems which are used by com- _ the executives they support to get efficient is a complete description of each of the ; 
puters. use of an automatic computer and to get computers, including speeds, capacities, tor 
This is interesting, but there may be a__ efficient use of the input-output equipment and approximate prices. It is a handy ref- ip 
question as to whether a businessman _ that is availableand that will beavailable.” erence guide for anyone who is consider- hor 
needs to understand them in order to de- The chapters on storage units, input ing the installation of an electronic com- ing 
cide upon the use of an electronic com- and output units, control unit and pro- puting system and who is at a point of a 
puter. It is doubtful that the use of one or grams and programming techniques seem trying to determine what size computer me 
the other of these code systems would in- to be adequate for a book of this type. will be needed. Also included in the ap- an 
fluence the purchase of one machine or One of the most interesting and valua- pendix is a glossary of commonly used ee 
another. ble parts of the book will be found in the _ terms. ; m 
Special mention should be made of the appendix, where a comparison has been In a field where there has been such a t 
numerous illustrations and charts which made of the various computers which are crying need for something to give to that “ 
help in understanding the text. The sys- available, or presumed to be. Mr. Chapin person who is hungering for knowledge, def 
“An Introduction to Automatic Com- site 
puters” will assuage some of the hunger Sie 
_ catia pains. The controller, treasurer, or finan- esse 
gas . cial vice president will wish that he had lief 
— something that would enable him to ob- reli 
SURE CURE tain the answers to his questions more met 
. easily. situ 
- for Overloads... tor’ 
€ MANAGEMENT OF a 
oS EXPANDING ENTERPRISES* floo 
By William H. Newman and = 
James P. Logan | ryt 
~~ A report of round-table discussions by fen: 
as leading business and professional men. ince 
eS The aim of the study is to identify the fort 
fe S a major problems, to find whether men of ica 
+ er. experience agree or disagree on an effec- ey 
tive course of action, and block out areas Fr . 
Here is the way to take care of your where further research is likely to be es- a 
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1. As the oldest and largest in- * Published by Columbia University Press, 
dependent punched-card tabulating New York, N. Y. $2.75. the 
“cad bureau in om —: may 
TATISTICAL 1S Manned and equip- 
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tabulating department has more IN PRICE POLICY “ 
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let us show you how.) P: eran Se Se nee ay 
and extent of concentrated power in to- Ir 
2. With all the latest electro- day’s economy, how industrial concentra- ecut: 
mechanical tabulating facilities, tion affects pricing policy in marketing to s 
STATISTICAL can take care of your relationships, the comparative efficiencies cont 
regular or emergency requirements of large and small enterprises and related ing 
quickly and more economically by questions. Several contributors evaluate of | 
automatic methods. the effectiveness of existing measures of caus 
It will pay you to keep STATISTICAL in mind for inventories, sales concentration in yielding a usable appraisal data 
analyses, accounting reports, computing or statistics. of economic power. men 
Just phone or write our nearest office. * Published by the National Bureau of Eco- mes 
nomic Research, Princeton University Press, SCrIP 
s{c Princeton, N. J. $9.00. 0 
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Flood Costs and 


Government Contracts 
(Continued from page 577) 


tioned costs may be included in the ter- 
mination settlement proposal, limited, 
however, by the restrictions against claim- 
ing losses as costs. In cases of straight 
fixed-price contracts, and with regard to 
the unrecoverable portion of the flood 
costs under price redetermination or con- 
tract termination, we suggest that relief 
claims be filed under Executive Order 
10210, dealing with “Amendment of Con- 
tracts Without Consideration.” 

Where the actual or threatened loss on 
defense contracts would impair the produc- 
tive ability of contractors whose con- 
tinued operations as sources of supply are 
essential to the national defense effort, re- 
lief is available under this Order. The 
relief is in the form of equitable adjust- 
ments of contracts to avoid a financial 
situation which would impair the contrac- 
tor’s ability to produce. 

At the date of this writing, the appli- 
cability of Executive Order 10210 to the 
flood disasters has not been established 
and we have no assurance that it will be. 
However, certain developments do point 
to this possibility. As an illustration, De- 
fense Mobilization Order VII-7, Supple- 
ment 1, issued on August 25, 1955, sets 
forth the policy that “Preference in the 
award of contracts . . . to contractors in 
disaster areas is considered to be . . . in 
the interest of national defense.” The Or- 
der also states that “It is essential to na- 
tional defense that productive facilities 
located in areas damaged by a major dis- 
aster . . . be currently utilized to the 
maximum practicable extent in order that 
the mobilization base . . . in such areas 
may be maintained.” It reasonably follows 
that since the government policy is to use 
the facilities of contractors involved in 
the floods, it will need make possible for 
the contractors to resume operations by 
furnishing the financial relief required. 

In filing of claims for relief under Ex- 
ecutive Order 10210, the procedure was 
to submit them in quadruplicate to the 
contracting officer, including the follow- 
ing data: (1) amount desired and method 
of payment; (2) description of factors 
causing financial distress; (3) contractual 
data, including deliveries made and pay- 
ments received; (4) copies of financial 
statements for prior 12 months; (5) de- 
scription of effects upon financial condi- 
tion if relief were to be denied. These 
claims were often subject to audit by the 
Government which, in addition to verify- 
ing cdsts submitted, usually extend to 
such matters as: (1) bidding policies; 
(2) financial stability prior to entering 
into contracts involved; (3) over-all fi- 
nancial effect; (4) accuracy of financial 
statements; and, (5) efficiency of pro- 
duction. 
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UNDERWOOD SUNDSTRAND ADDING MACHINE IS 


The Complete Adding Unit 


All Underwood Sundstrand Adding Ma- 

chine Models handle forms as well as 
paper tape. Enables you to write the rec- 
ord and do the addition at the same time: 





@ Prepares duplicate monthly accounts receivable statements for 
ledgerless bookkeeping; balances pen and ink accounts re- 
ceivable records simultaneously. 

@ Prepares duplicate bank deposit slips faster with more accuracy. 

@ Prepares employee payroll earnings statements, in duplicate, 
and computes net pay simultaneously. 

@ Does all the regular adding, subtracting, multiplying and 
dividing you should expect from a complete adding machine. 

Call your Underwood Office for a demonstration of the 
complete adding unit for your own requirements. 
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Pandick” a guarantee of the finest and most complete printing service 
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How Some Companies 


(Continued from page 575) 


that by the weight of sheer volume pro- 
duce the profitable or unprofitable result. 
The chief executive who thinks he makes 
such decisions is kidding himself. 

It is my opinion that even on many of 
the major decisions a corporation would 
obtain a sounder answer if it did not defer 
to protocol but relied upon the scientific 
analysis of the problem by groups com- 
prised of specialized skills. 


TOP CONTROL 

This may sound like a serious indict- 
ment as to the value of the chief executive. 
Actually what he should do is to concen- 
trate on two major phases of activity. He 
may be the figure to which the public 
looks in trying to appraise the corporation’s 
activities. His second and more important 
function is to be sure that he has so or- 
ganized his operation that the cumulative 
efforts of his entire team will make the 
soundest decisions. 

There is a corollary factor in this ap- 
proach to the functioning of the top op- 
erating officer. It minimizes the pressure 
on a single individual, by forcing him to 
concentrate in the area where he can be 
of most value to the group as a whole. 


Size alone necessitates the trend away 
from the “boss” type of organizational 
set-up, wherein one man is responsible for 
ideas, decisions and administration. With 
adequate reporting of performance against 
planned objectives, the modern chief ex- 
ecutive does not have to be cognizant of 
each operating detail, so long as the con- 
trol techniques point up areas requiring 
correction. 

There is no place for the chief execu- 
tive who crosses organizational lines and 
pulls the rug out from under men to 
whom the authority for making decisions 
has been granted. There is also no place 
in a program of this nature for free- 
wheeling positions which are usually em- 
bodied in the categories of assistants 
which mark so many of our corporate or- 
ganizations. 

Such a program should specify duties 
of sufficient magnitude to occupy the en- 
tire time of men at all levels of manage- 
ment so that they would be in no position 
to be dabbling in fields of authority as- 
signed to others. It is my personal opinion 
that such a program, to operate on a sound 
basis, would not include committees, since 
it is almost impossible to get a personal 
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Are Planning and Controlling Their Operations 


appraisal of results when responsibility 
has been given to a group of men. 

If we are to be successful in establishing 
a sound program for management plan- 
ning and control, we must be constantly 
aware of the ubiquitous evils in corporate 
operations that I outlined a few moments 
ago. We may well have to steel ourselves 
to the unpleasant task of removing those 
who are constitutionally geared to the type 
of operations that were so clearly por- 
trayed in “Executive Suite.” 

The best decision-making can be pro- 
duced through direct controls. Direct con- 
trols are those which are designed to mini- 
mize personal frustration, politics, indi- 
vidual bias, and confusion. Direct controls 
require that the chief executive give 
whole-hearted support to a program which 
will define the limits of individual re- 
sponsibility and authority. In addition, 
each individual must know what is ex- 
pected of him in terms of results and his 
performance must be measured against 
these standards. 


SUMMARY 


Now let us take stock of some of the 
points we have covered. 

This presentation is not an attempt to 
tell you how to organize the planning 
function in your business. No pat form of 
organization will fit any two businesses, 
and changing conditions may alter the re- 
quirements for any one business. How- 
ever, there are certain basic premises which 
hold true for all business if we can hope 
to be competitive. 

1. In order to have reasonable assur- 
ance in business, we should weigh all pos- 
sible contingencies before embarking on 
new projects and should constantly apply 
the same tests to continuing projects. 

2. In studying a project we must deal 
with the best possible estimates of future 
conditions, rather than applying tests 
which are predicated upon continuation of 
historical experiences. 

3. In devising programs we should 
avail ourselves of the best thinking of all 
members of the management, rather than 
relying on the imagination of one indi- 
vidual. 

4, We must be constantly aware of the 
factor of human motivation in appraising 
individual choices as to alternative courses 
of action and should so organize the flow 
of ideas within the management as to 
minimize the element of personal bias. 

If we maintain this awareness and make 
sure that we co-ordinate the skills of our 
entire organization, we can be well on the 
road to scientifically guiding the future of 
the corporate enterprise with which we are 
connected. 
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NATIONAL COMMITTEE CHAIRMEN - 1955-1956 - CONTROLLERS INSTITUTE 


Halle 


WILLIAM A. CRICHLEY, controller, Dia- 
mond Alkali Co., Cleveland, Ohio, 
chairman of the Executive Committee, 
which sets standards and regulations for 
Institute headquarters; acts in emer- 
gencies between meetings of the Board. 


JOHN A. PATERSON, comptroller, The 
Brooklyn (N. Y.) Union Gas Company, 
chairman, Budget and Finance Commit- 
tee, which prepares Institute’s budget; 
suggests ways & means of increas- 
ing revenues and limiting expenses. 


GEORGE E. HALLETT, controller, Tung- 
Sol Electric Inc., Newark, New Jersey, 
chairman, Ethics and Eligibility Stand- 
ards Committee, which keeps up to 
date the Institute’s concepts of pur- 
pose and quality of membership. 





LISLE W. ADKINS (I.), comptroller, Gen- 
eral Dynamics Corp., New York, and 
T. G. REDMAN (r.), comptroller, Swift 
& Co., Chicago, representatives, Advi- 
sory Council on Federal Reports, com- 
posed of men from national organiza- 





le 


RALPH H. SMITH, controller, the Cleve- 
land (Ohio) Electric Illuminating Co., 
chairman, Education Committee, which 
promotes knowledge of career op- 
portunities and requirements relating 
to the controller’s responsibilities. 





WILLIAM H. ZIMMER, vice president- 
treasurer-director, Cincinnati Gas & 
Electric Co., chairman, Securities and 
Exchange Regulation Committee, which 
studies and reports on the general 
rules and regulations released by SEC. 


tions, which acts as the Budget Bureaus 
(Division of Statistical Standards) busi- 
ness consultant on reporting and rec- 
ord-keeping problems concerning Fed- 
eral records. Mr. Adkins and Mr. Red- 
man Controllers Institute. 


represent 






JOHN McFARLAND, manager of the 
Tax Department of Sun Oil Co., Phila- 
delphia, Pennsylvania, chairman, Fed- 
eral Taxation Committee, which makes 
recommendations to Congressional com- 
mittees for federal income tax laws. 


J. A. McBRIDE, JR., secretary-treasurer, 
Omar, Inc., Omaha, Nebraska, chair- 
man of the Social Security Committee, 
which considers proposals re the U.S. 
Social Security program and makes 
recommendations when appropriate. 


MALCOLM S. SUTHERLAND, secretary- 
treasurer, Burlington Steel Co., Ltd., 
Hamilton, Ont., Canada, chairman, Ca- 
nadian Affairs Committee, which is re- 
sponsible for contracts with Canadian 
government, Canadian organizations. 





JOHN V. VAN PELT III, controller, the 
Kendall Company, Walpole, Massachu- 
setts, chairman, Management Planning 
and Control Committee, which works 
for acceptance of the P&C concept to 
improve profits and business stability. 





PAUL A. RECK, assistant treasurer, 
Sperry Gyroscope Co., Div., Sperry 
Corp., chairman, State and Local Tax- 
ation Committee, which keeps up with 
all state and local tax matters; makes 
recommendations for tax improvement. 





JOHN C. BARROWS, comptroller, 
American Surety Company of New 
York, chairman, Admissions Committee, 
which decides eligibility of membership 
applicants in accordance with by-law 
rules of membership and admission. 





R. W. MICHIE, vice president, Chesa- 
peake & Potomac Telephone Co’s., 
Washington, D. C., chairman, Coop- 
eration with the Government Commit- 
tee, covering government matters not 
assigned to other Institute committees. 





CARL M. BLUMENSCHEIN, vice presi- 
dent-controller, Container Corp. of 
America, Chicago, chairman, Planning 
Committee, which functions as a policy 
body on long-range objectives, prog- 
ress and usefulness of the Institute. 





MILLARD E. PRICE, controller, Thomp- 
son Products, Inc., Cleveland, Ohio, 
chairman, Advisory Panel on Govern- 
ment Contract Profit Limitations, which 
develops recommendations re_ basis 
for acts regulating taxpayer profit. 
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Foremen and the GAW N 

‘ 

The guaranteed annual wage means a . 

G3 J big job coming up for the foreman, Hiram R 
uyers O nsuzance S. Hall, partner in the New York firm of chov 

Hall and Lange, declares in a special report ton- 

Seeking expert, impartial advice on their over-all Insurance just published by the American Manage- wee 
Program, or on special problems, are directed to our Survey, ment Association. The foreman in a guar- pres: 
Audit and Advisory Division. Our staff of insurance analysts and anteed annual wage firm will have to give Nati 
technicians furnish the following types of service on a fee basis: attention to better utilization of manhours, ciatic 
eee. al ee dived: for according to Mr. Hall. He must have a | Aud 
ndustrial and Commercial Insurance Programs audite more realistic concept of what constitutes Cun 
adequacy of coverages and correctness of costs. a fair day’s work. for 

e Tests and recommendations as to the best type of Retrospec- He will need to give greater attention to durit 
tive Rating plan for a particular business. the selection and placement of new work- socia 

ne ers, for new employes must be considered Ann 

© Analyses of existing or proposed Self-Insurance plans for as permanent additions to the work force. venti 
particular loss exposures. Therefore the foreman will no longer be Den 

e Employee Benefit plans set up or serviced. Includes all forms able to lean on the personnel department : - 
of Group Insurance as well as insured or self-insured Pen- to do his final screening for him; he must a 
Pe a Ra be careful not to accept a man unless he is delity 
reasonably sure he is getting a good delp! 
© Advice on or supervision of Mutual or State Fund insurance, worker. The foreman also will have to give Bom: 
or on policies placed through designated Brokers or Agents. greater attention to training. Workers will Com, 

ae 7 : have to be taught multiple skills so that vice 
Arrangements may be made for a preliminary discussion of your they can be shifted from job to job. The comp 
use of any of these services—of course without obligation. foreman must bend every effort to develop | las, 7 
versatility and skill in his subordinates. secrel 
Tomorrow’s foreman will be a very dif- Mi 
a F i RB F RT L J A M : S 0 ‘i & + 0 ferent man, according to Mr. Hall. He will | of Cc 
ad . need to be a skilled personnel technician | CIA. 
Insurance Survey, Audit and Advisory Service and a competent training director. He must are R 
270 MADISON AVENUE, NEW YORK 16 have a really practical understanding of and c 
production scheduling. Moreover, manage- mond 

ment must give him the authority to carry Lake, 
out his assignments. He must have a finger- Bank, 
tip knowledge of company policies and trict ( 

must be informed immediately of any dent 
change in policy that affects his depart- Bank, 
ment, directly or indirectly. large. 

Profi t Whether or not the Ford-General Mo- 

tors principle finds its way into other con- Busi 
tracts, business can expect some method of ust 
employment stabilization to prevail, Mr. Sal 
Tom Hall predicts. The traditional concept of } ter 0 
peaks and valleys in employment is in fora | teach 
P change, and the cost liability of enforced | ter of 
E x perience employment stabilization must be absorbed | of th 
‘ somehow. To meet this change manage- | by D 
ment will need highly competent men in ] survey) 
supervisory positions. busine 
chs 5 ‘ on — quarte 
“PLANNING, MANAGING AND MEASURING = PanAm Automates cipal 
ee ae haa es THE BUSINESS:  — oe Pan American World Airlines has or- | 54% 


dered an IBM 705 to “mine their records no ch: 
for information that it has never before be low 


A CAsE sTupy of General Electric Company shows how planning been economically feasible to obtain.” ] antici 
and control can be applied to an operating unit with $10 mil- PanAm will keep a sensitive finger on } plant 
lion gross sales and how planning and control for a unit is inte- trends of international trade as reflected | tory I 
grated with that of other business components of the corporate in passenger movement and in air cargo | quarte 
entity. Executives of companies of all sizes will learn how shipments. PanAm will be able to proc- | lower 
planning and control can be applied to their own company. ess its airway bills amounting to 7000 

Second Printing $2.00 daily, to provide information on shipper, 


commodity, and consignee to obtain in- Tota 
formation on where and in what quan- | tories ; 
tities any particular commodity is mov- | $78.3 
ing. Speeding of billing and more pre- | 1954. 


($1.50 to members of Controllers Institute of America) 


CONTROLLERSHIP FOUNDATION, INC. 











TWO PARK AVENUE NEW YORK 16, N. Y. eite cack eenaiuaniel aummeal wk jamal busines 
ies are other uses to which the new ma- 4 abou 
chine will be put. year. 

THE CO! 
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NABAC Elects Goodwin as 
New President, 1955-56 


Robert F. Goodwin, comptroller, Wa- 
chovia Bank and Trust Company, Wins- 
ton-Salem, N.C., 
was elected 
president of the 
National Asso- 
ciation of Bank 
Auditors and 
Comptrollers 
for 1955-56 
during the As- 
sociation’s 31st 
Annual Con- 
vention held in 
Denver, Colorado, in mid-October. 

Other officers elected at the same time 
include: Edward F. James, treasurer, Fi- 
delity-Philadelphia Trust Company, Phila- 
delphia, Pa., first vice president; Steve H. 
Bomar, vice president and treasurer, Trust 
Company of Georgia, Atlanta, Ga., second 
vice president; and, Franklin D. Price, 
comptroller, First National Bank in Dal- 
las, Texas, to the newly combined post of 
secrelary-treasurer. 

Mr. James and Mr. Bomar are members 
of Controllers Institute of America. Other 
CIA members serving in the organization 
are Rowland A. Radford, vice president 
and cashier, The Bank of Virginia, Rich- 
mond, Va., director, District 2 and M. B. 
Lake, comptroller, Seattle First National 
Bank, Seattle, Washington, director, Dis- 
trict 6. Richard C. Huelsman, vice presi- 
dent and comptroller, Central National 
Bank, Cleveland, Ohio, is a member at 
large on the Executive Board. 


Business Survey 


Sales and earnings for the first quar- 
ter of 1956 promise to exceed those 
reached in the record-breaking first quar- 
ter of 1955, in the opinion of a majority 
of the business executives interviewed 
by Dun & Bradstreet in a nationwide 
survey. Two out of every three of the 
businessmen interviewed forecast first 
quarter sales increases while 30% an- 
ticipate no change and 3% predict lower 
sales. Higher earnings are expected by 
54% while 42% believe there will be 
no change and 4% believe profits will 
be lower. Some 32% of the businessmen 
anticipate higher inventories but 56% 
plan to do business with the same inven- 
tory levels as were carried in the first 
quarter of 1955; 12% plan on having 
lower stocks of merchandise. 


Total manufacturing and trade inven- 
tories at the end of July are estimated at 
$78.3 billion, or $1.4 billion above July 
1954. Reflecting the substantial rise in 
business sales, the current stock-sales ratio 
is about 10% lower than in July of last 
year. 
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Corporate executives must know 
when they’re getting the best banking 
service. They have to be sure that a 
bank has specialized knowledge 

as well as broad general banking 
experience . . . that it has a complete 
range of facilities . . . and that its 
service is personalized, prompt, 

and efficient. 

That’s why so many rely on 

Guaranty Trust Company in their 
corporate financial affairs. 

That’s why so many 

executives use Guaranty Trust Company 
for their personal banking. 


Trust Company 
of New York 


Capital Funds $395,000,000 


140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 
NewYork 36 New York 21 
40 Rockefeller Plaza 
New York 20 
LONDON 
32 Lombard St., E.C.3 Bush House, Aldwych, W.C. 2 
PARIS BRUSSELS 

4 Place de la Concorde 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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The Annual Report 

A survey of annual reports of 205 
companies representing 20% of the total 
shares of stock outstanding in the U. S. 
was reported in the July 1955 issue of 
The Accounting Review. The study re- 
veals that more than 90% of the com- 
panies replying believed that annual re- 
ports contain more information than the 
law or corporation by-laws require and 
more than 80% thought the company 





CONTROLLERSHIP INFORMATION SERVICE 


OteA 


president, or the author of the report, 
should “interpret the information it con- 
tains for the benefit of the readers.” 

In 73% of the cases, the annual report 
was prepared by more than one executive 
and when the report is a joint activity the 
treasurer is almost invariably a member of 
the group. In 12% of the companies the 
treasurer prepares the report alone while 
the controller is the sole author in nine 
cases; the president in seven cases; the 


A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


CORPORATE INTERDIVISION PRICING POLICIES 


A summary of the policies of five New York corporations 


is as follows: 


COMPANY A 


For intradivision shipments—standard cost billing. 

For interdivision shipments—wswally standard cost bill- 
ing, but managers can get together and negotiate a price. 

Situations involving services arise so seldom as to make 


this item negligible. 


COMPANY B 


Cost basis is used for all inter- and intradivisional pricing. 


COMPANY C 


Intradivision transfers are priced on manufacturing cost 


basis. 


Interdivision transfer pricing is based on return on in- 
vestment upon selling, less selling costs. 
All service pricing is based on cost. 


COMPANY D 


Interdivision transfers—material is priced at published 


market prices. 


Intradivision transfers—material is priced at cost. 
Services—at published market prices (both inter- and 


intradivision ) . 


COMPANY E 


Both inter- and intradivision transfers of material are 
priced at market selling prices. 


No services involved. 
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public relations head in six; the secretary 
in five and some other executives in three. 

Slightly more than 12% of the com- 
panies reported that they have surveyed 
their stockholders to determine what types 
of information they wish to receive and 
how they want it presented. Less than 
three per cent of the companies favored 
the idea of presenting two annual reports, 
one popularized for general reading and 
another statistical and financial report for 
experts. Of the 205 companies studied, 
124 report to the stockholders four times 
a year, 56 report on an annual basis and 
25 semiannually. 

Cost figures reported for the prepara- 
tion of annual reports were largely esti- 
mates ranging from less than 20 cents per 
report printed to more than $2. The cost 
most frequently reported was between 30 
and 40 cents. 


This Electronic World 

IBM has announced the development 
of an electric wordwriter, an experi- 
mental device which can print, at the 
touch of a single key button, any one of 42 
words or phrases with 18 characters. The 
new machine can automatically capitalize 
or hyphenate words whenever necessary. 
The new machine, which can also be 
used as a standard electric typwriter for 
routine work, has a memory system set 
up in a control panel which gives typists 
and secretaries a chance to take advan- 
tage of stock phrases and job jargon that 
occur in their work. The typist decides 
what is to be stored in the memory unit 
and can easily wire her selected phrases 
into the flexible control panel. 


Sylvania Electric Products expects to 
get predigested reports from the 51 cities 
which house its plants, laboratories, sales 
offices, warehouses, divisional headquar- 
ters and executive offices. A nationwide 
12,000-mile private electronic communica- 
tion system, engineered jointly by Sylvania 
and Western Union, will link the 51 
cities with the data-processing center 
now being installed in Syracuse, N. Y. 
The various installations will feed finan- 
cial and production information over the 
leased network to the processing center 
where it will be instantly summarized 
for all levels of management. The heart 
of the center will be a UNIVAC, leased 
from the Sperry-Rand Corporation. The 
UNIVAC will convert a wide variety of 
information into summarized data on 
which can be based decisions by manage- 
ment at the corporate, divisional, and 
plant level. 

* 


The Government is now using an IBM 
machine to take over much of the work 
involved in handling government checks. 
Money savings are estimated at $2.3 mil- 
lion a year. The 350 million checks is- 
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sued by the Government each year will 
now be of the cardbord punch card type 
rather than paper. It is estimated that the 
new machine will cut the number of em- 
ployes now involved in handling the 
checks from 750 to 300. 


Christmas Giving 

The avalanche of Christmas gifts from 
businessman to businessman promises to 
be bigger than ever this year. Trade 
guesses as to the total cost of business 
gift buying at Christmas vary from $300 
million to $1.8 billion. A survey by 
Brown and Bigelow indicates that some 
96% of 500 executives interviewed in 
14 cities receive business gifts. The me- 
dian number of gifts received was 7.6. 
Another survey of executives by a trade 
journal, indicates that 55% of the execu- 
tives interviewed estimated they spent 
between $5 and $10 on each gift, while 
31% said they spent more than $10 and 
the remaining 14% spent less than $5. 


Women Accountants 

In 1950, according to a booklet ‘“Pro- 
fessional Accounting” issued by the U. S. 
Department of Labor, there were 55,660 
women employed as accountants and au- 
ditors, compared with 18,265 in 1940. 
It is estimated that in 1954 approxi- 
mately 900 women were licensed as 
CPA’s. The study indicates that, as of 
1950, 14% of the female accountants 
and auditors had four or more years of 
college (compared to 36% for the men). 
Compared to 27% for men, 23% had 
one to three years of college and 50% 
had four years high school compared to 
27% for men. Based on sample of 1000 
members of women’s professional ac- 
counting societies, the “typical’’ member 
was apt to be: over 40, unmarried, and 
earning almost $5,000 a year as an audi- 
tor, accountant or controller. She was 
most likely to be working in manufactur- 
ing, merchandising, or for a public ac- 
counting firm and she had probably at- 
tended college. The female CPA was 
likely to be earning about $1500 more 
than her noncertified associates. 


Employe Stockholders 


Since World War II, plans to help em- 
ployes buy stock have spread so fast that 
some 300 companies now have programs 
involving two million salaried and pro- 
duction-line workers. In 1929 some 200 
of the biggest corporations had worker 
stock plans but only a few were continued 
throughout the depression. In the early 
days of employe purchases of stock, most 
plans called for stock to be bought at a 
fixed price on a fixed day and paid off in 
tigidly fixed installments. Today U. S. in- 
dustry has safeguards for employes in 
most stock-buying programs by helping 
employes buy stock which will spread the 
loss if the stock drops. 
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Corporate Dividends 

Publicly reported cash dividends for 
January-August amounted to $5.6 billion, 
a gain of 7.6% over the same period last 
year. For August, payments were lower 
than for a year ago largely due to the fact 
that many companies last year shifted their 
payment dates from August to July. Most 
of the industries which have not shifted 
their dividend dates reported gains over 
August of last year. 


“Flow of Funds” Gauge 

The FRB has instituted an entirely 
new statistical system for describing 
what happens in the national economy. 
The ‘flow of funds” system divides the 
economy into ten sectors, including con- 
sumer, corporate business, federal gov- 
ernment, farm, and rest of world. It 
tells how much each of those sectors 
spent in a year, what they spent the 
money for and where they got the 
money. 

The spending and the sources of cash 
and credit from which it is made are 
divided into categories, such as payroll, 
purchase and sale of real estate, insur- 
ance premiums and benefits, and pur- 
chase and sale of goods. 

Tables presenting these data are in 
the form of a rectangle, divided into 
many small boxes. Across the top are 
the economic sectors, and down the left 
side are the categories of transactions. 

The existing method, called the “na- 
tional income accounts” system, is the 
source of the familiar statistics on gross 
national product, personal income and 
disposal of income. 

Both systems will be published in the 
future with the older method still the 
source of most measurements of the econ- 
omy’s over-all growth and performance. 


Consumer Income 

Income-earning Americans received an 
average of $2,300 last year, about the 
same as in 1953, according to a Com- 
merce Department report. Average in- 
come of the estimated 50 million men 
who had some income in ’54 was $3,200, 
while that for the 28 million women aver- 
aged about $1,200. 


Investment Clubs 

There may be as many as 10,000 active 
investment clubs with a membership of 
100,000 throughout the United States, 
according to Keith Funston, president of 
the New York Stock Exchange. Mr. 
Funston says that almost 1,000 clubs 
alone have membership in the National 
Association Clubs. A study made in June 
1955 shows that investment clubs ac- 
counted for 6% of the total institutional 
and personal trust volume, a level well 
ahead of insurance companies, education 
and charitable groups, mutual savings 
banks and other institutional investors. 














COLUMBIA 
UNIVERSITY 





INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- 
ates of high school or more ad- 
vanced education, are eligible for 
this program of instruction afford- 
ing a background of accounting, 
other phases of business and in- 
dustry and preparation for CPA 
examinations. Day and evening 
courses, full and part time pro- 
grams arranged. 


Registration Friday, February 
3 through Tuesday, February 
7, 10 a.m. to 8 p.m., Saturday 
9 a.m. to Noon. Low Memo- 
rial Library, 116th St. between 
Broadway and Amsterdam 
Ave., New York 27. 


COLUMBIA UNIVERSITY 

















American Appraisals 
speed up 
loss adjustment 


The adjuster knows that figures in an 
American Appraisal report are fair to 
all concerned, because they are always 
based on detailed evidence and ex- 
perienced judgment. 


The 
AMERICAN 
APPRAISAL 


Company 
leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


NEW CONNECTIONS .. . 


Clarence B. Rex (#5628-1952), who 
was assistant to the vice president of 
American Machine and Foundry Com- 
pany, New York, is now controller of 
U. S. Industries, Inc., of the same city. 
Norman E. Lang (#6057-1953) has suc- 
ceeded Mr. Rex as assistant to the presi- 
dent. He was formerly comptroller of the 
Okonite Company, Passaic, N. J... . 
Charles L. Atherton (#5117-1951) re- 
cently became secretary-treasurer and a 
director of American Service Publishing 
Company, Inc., Washington, D. C. He 
was formerly affiliated with Army Times 
Publishing Co., Washington, D. C., as 
controller. . . . C. Eugene Rowe (#3424- 


1945) joined Dan River Mills, Inc., Dan- 
ville, Va., on November 1 as secretary and 
treasurer. He was formerly controller of 
Baldwin Co., Cincinnati, Ohio. 

A. E. Hudson (#6134-1954) is now 
treasurer-controller of the Arnold Corpo- 





ration, Warsaw, Indiana. He was formerly 
controller, O. A. Sutton Corporation, 
Wichita, Kansas. . . . K. Spencer Buell 
(#5818-1952) recently resigned his con- 
nection with Protane Corporation, Erie, 
Pa., where he was treasurer, to join the 
Plax Corporation, West Hartford, Conn., 
as controller and assistant treasurer... . 
M. E. Barnett (#6311-1954), formerly di- 
vision controller, Foremost Dairies, Inc., 
Dallas, Texas, is now secretary-treasurer, 


Blue Chips Investment Funds, Inc., Tyler, . 


Texas. 

James G. Power (#3485-1945), as- 
sistant controller of Universal Motion 
Picture Company, New York, N. Y.., is 
now controller of Ringling Brothers Bar- 
num and Bailey Shows, Inc., Sarasota, 
Florida. . . . David W. Chappuis (#5804- 
1952) has been elected treasurer and as- 
sistant secretary of the TelAutograph Cor- 
poration, Los Angeles, Calif. He was 
formerly controller of Marchant Calcu- 
lators, Inc., Oakland, Calif. 








MARK YOUR CALENDAR 





yay 





CONTROLLERS INSTITUTE 
1956 Conferences 
1956 Conference Hotel City 
FEB. 23-25 Southern Edgewater Gulf EDGEWATER PARK, MISS. 
APR. 26-28 Western Arizona Biltmore PHOENIX 
MAY 20-22 Midwestern Biltmore DAYTON 
SEPT. 30-OCT. 3 ANNUAL NATIONAL Waldorf-Astoria NEW YORK 
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Edward C. Jordan (#5714-1952) is 
now director of Finance and Control of 
Booz, Allen & Hamilton, Chicago, III. 
He was assistant controller, National Gyp- 
sum Company, Nebraska Ordnance Plant, 
Wahoo, Nebraska. . . . John R. Russell 
(#4757-1949) has accepted a position as 
assistant general controller with the Mex- 
ican Light & Power Co., Mexico City. 


David B. MacTavish (#2185-1942) has 
joined the Los Angeles Turf Club, Inc., 
Santa Anita Park, Arcadia, Calif., as treas- 
urer and controller, replacing the late Rob- 
ert E. King (#1136-1938) who died June 
9, 1955. Mr. MacTavish was formerly with 
Arthur Young & Co., Los Angeles. .. . 
Cecil D. Marshall (#4604-1949) was re- 
cently appointed to the deputy comptrol- 
lership at Brooklyn Army Terminal, At- 
lantic Transportation Terminal Command, 
Brooklyn, N. Y. He was formerly con- 
troller of Eagle Pencil Company, New 
York. . . . George A. Bricault (#2137- 
1942) is now controller, Bardes Corpora- 
tion, Cincinnati, Ohio. He is still con- 
nected in an executive capacity with the 
Cincinnati Advertising Products Com- 
pany, Ilsco Corporation, and Cook Well 
Strainer Co. of the same city. . . . Wal- 
ter E. Shields (#2796-1943) has left Borg- 
Warner Corporation, Chicago, IIl., where 
he was assistant to the president, to join 
Research Welding & Engineering Co., 
Inc., South Gate, California, as secretary 
and treasurer. 


NEW BUSINESS... 

J. Richard Taylor (#4834-1950) has an- 
nounced the opening of his professional 
practice as public accountant, Middletown, 
Conn. He was formerly comptroller, The 
Russell Mfg. Co. of the same city. 


NEW APPOINTMENTS .. . 

Philip W. Scott (#1740-1940) has been 
named to the special post of assistant to 
the president of the Byron Jackson Divi- 
sion of Borg-Warner Corporation, Los 
Angeles, California. Mr. Scott has been 
an executive in Borg-Warner’s headquar- 
ters at Chicago, Ill., and had an important 
part in negotiating the recent merger be- 
tween Byron Jackson and Borg-Warner. 
He will work with the president on all 
phases of management operations and 
analysis and development of plans and 
policies that will be used at Byron Jackson 
to co-ordinate with the Borg-Warner pro- 
gram of growth. Following graduation in 
1933 from the University of Cincinnati 
with a degree in Business Administration, 
Mr. Scott continued with a special course 
in Law, graduating in 1936. He was con- 
troller of Dresser Manufacturing Co. 
from 1936-1938 and from 1938-1949 was 
controller, secretary and treasurer of Bry- 
ant Heater Co. For five years to 1954 he 
was vice president, secretary and treasurer 
of Affiliated Gas Equipment Co. and 
joined Borg-Warner Corporation in 1954 
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MR. SCOTT 


as director of New Business Development. 
Mr. Scott is a past member of the Industry 
Advisory Committee of the Department 
of Commerce and a past national director 
and vice president of Controllers Institute 
of America. 

William D. Heller (#4668-1949), con- 
troller since 1949 of Revlon Products 
Corporation, New York, has been elected 
secretary-treasurer. . . . Stanley C. Ruth 
(#6462-1954), assistant secretary-control- 
ler of Super-Valu Stores, Inc., Hopkins, 
Minn., was recently elected treasurer and 
controller. 


PROMOTIONS .. . 

H. B. Grimes (#6524-1955), formerly 
assistant controller of Allied Laboratories, 
Inc., Kansas City, Mo., has been promoted 
to controller, succeeding J. T. Cahill 
(#5819-1952), who continues as treas- 
urer. . . . §. C. Land (#1250-1938), as- 
sistant secretary and controller, Continen- 
tal Steel Corp., Kokomo, Ind., was named 
secretary and director. . . . Charles G. 
Lindeman (#4761-1949) has been ap- 
pointed assistant controller of Baldwin 
Piano Co., Cincinnati, Ohio. He was for- 
merly- factory controller. . . . Allen T. 
Shoener (#3916-1947), assistant treas- 
urer, SKF Industries, Inc., Philadelphia, 
Pa., has moved to the office of treasurer. 


COMPANY CHANGES ... 


John E. Icenhour (#6560-1955) has 
been elected internal auditor of Merritt- 
Chapman & Scott Corporation, New 
York. Mr. Icenhour who was treasurer 
and controller of New York Shipbuilding 
Corporation of Camden, N. J., a Merritt- 
Chapman & Scott subsidiary, will be suc- 
ceeded in that post by Charles H. Dore 
(#1347-1938), assistant to the president 
of New York Ship. Mr. Dore has been 
associated with New York Shipbuilding 
Corporation since 1919. ... John J. 
Black (#6355-1954), plant controller of 
Plant #2, International Business Machines 
Corporation, Poughkeepsie, N. Y., has 
been appointed to the position of assistant 
to the controller of IBM, New York. Mr. 
Black will coordinate financial and ac- 
counting activities for all IBM plants. 

George K. Bryant (#5195-1951), con- 
troller, Home Instruments Department, 
RCA Victor Division, Radio Corporation 
of America, Camden, N. J., has moved to 
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MR. GRIMES 


MR. IiCENHOUR 


the RCA Victor Television Division, 
Cherry Hill. . . . E. W. Atkinson (#1852- 
1941), formerly vice president and treas- 
urer of Lion Oil Company, El Dorado, 
Arkansas, has been elected assistant treas- 
urer of Monsanto Chemical Company 
following the merger of Lion Oil into 
Monsanto Chemical, of which it will now 
be a division. 


HONORS TO... 

Frank Klein (#904-1937), vice presi- 
dent of Worthington Corporation, Harri- 
son, N. J., who has been appointed to the 
New Jersey State Commission recently 
created by the Legislature under Senate 
Concurrent Resolution No. 13 to study 
means of attracting new industry and in- 
creasing employment opportunities in 
New Jersey. The eight-member commis- 
sion will survey the laws of New Jersey 
as they affect industry and determine what 
changes could usefully be made to pro- 
mote the expansion of the state’s indus- 
tries and to encourage the establishment 
of new industries in New Jersey. The 
commission will report its recommenda- 
tions and legislative proposals to the next 
session of the legislature. Mr. Klein is a 
member and past chairman of the Execu- 
tive Committee of Controllers Institute 
of America. He was recently designated 








MR. DORE MR. KLEIN 


by the treasurer of the State of New Jer- 
sey, Archibald S. Alexander, to represent 
the state at the annual conference of the 
National Tax Association held in De- 
troit, Michigan, in mid-October. .. . 
Lewis Torrance (#6691-1955) has been 
elected president of the Southern Associa- 
tion of Ice Cream Manufacturers. For the 
past three years he has served the Borden 
Company as controller of the Southern 
District with headquarters at Houston, 
Texas. He is past president of the Louisi- 
ana Dairy Products Association. 


WRITERS ... 

Clarence L. Van Sickle (#4205-1948), 
professor of accounting and coordinator 
of executive development courses at the 
University of Pittsburgh, Pittsburgh, Pa., 
is author of an article entitled “Problems 
Involved in the Use of the Machine Hour 
Rate Method of Apportioning Factory 
Burden to Products’ reprinted from his 
book ‘Cost Accounting, Fundamentals 


APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
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and Procedures,” (Harper and Brothers, 
New York) in American Boxmaker. .. . 
Karl Jankowski (#5054-1951), treasurer, 
Tri-Valley Packing Association, San Fran- 
cisco, Calif., recently had an article pub- 
lished in the NACA Bulletin on ‘Costs 
in the Canning Industry.” Two 
books by Dr. Robert S. Holzman (#6345- 
1954) were published this fall—‘‘General 
‘Baseball’ Doubleday’’ (Longmans Green) 
and “Corporate Reorganizations, Their 


oan OF ot oh OF at OP i be Ot 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





FINANCIAL EXECUTIVE 


Associated with corporate financial matters 
for over 25 years, including policy-level re- 
sponsibilities. Comprehensive fiscal experi- 
ence covering all accounting and related ac- 
tivities with emphasis on cost accounting and 
taxes. Possesses specialized legal knowledge. 
Will relocate. Fully qualified to serve as 
controller-treasurer-assistant to president. Reply 
to Box 2192. 


ASSISTANT CONTROLLER 
Present controller and assistant treasurer of 
small listed company ($10 million annual 
sales) seeks controller’s staff position with 
larger company. New York CPA, member 
Controllers Institute, NACA. Box 2194. 


FINANCIAL OR ADMINISTRATIVE 
ASSISTANT 


CPA, 28, with good solid background in pub- 
lic accounting and small manufacturing con- 
cern, would like to serve on staff of treasurer 
or controller of a medium or large-sized firm 
in Philadelphia or the Delaware Valley. Pres- 
ently earning $7,000.00. Box 2195. 


CONTROLLER-TREASURER 
or ASSISTANT 


CPA, a profit-minded businessman and co- 
ordinator with creative executive ability and 
record of achievement in management plan- 
ning and control, cost reduction, systems and 
procedures, including IBM, budgets, finance, 
accounting, auditing, taxes, analysis, credit, 
personnel, etc. Age 34. Box 2196. 





MISCELLANEOUS 





The University of British Columbia would 
like to complete its files of THE CONTROLLER 
and needs Volumes 1-9, 12-15, and 17. Will 
person interested in giving or selling these 
copies contact R. J. Lanning, Head, Serials 
Division, The Library, The University of 
British Columbia, Vancouver 8, Canada. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Federal Tax Status” (second edition— 
Ronald Press). 

L. W. Bennett (#4719-1949) was pic- 
tured on the cover of the November 1955 
issue of Public Relations Journal in con- 
nection with an article about the recent 
merger of Sunray Oil Corporation (of 
which Mr. Bennett had served as treas- 
urer) and Mid-Continent Oil Company. 
Mr. Bennett now holds the title of treas- 
urer of Sunray Mid-Continent Oil Com- 
pany. He served as president of the Tulsa 
Control of Controllers Institute in 1953-54. 


EXTRACURRICULAR ACTIVITIES .. . 

W. Lee Beaver, Jr. (#5303-1951), 
treasurer of Artophone Corporation, St. 
Louis, Mo., was recently elected to the 
Executive Committee of the Board of 
Managers of Missouri Baptist Hospital, 
St. Louis. He also gave a talk before the 
St. Louis chapter of National Appliance 
and Radio TV Dealers Association 
(NARDA) on the subject of “Cost of 
Operation.” G. Stewart Phillips 


(#4756-1949), comptroller, assistant sec- 
retary and assistant treasurer, The Wash- 
ington Post Company, Washington, D. C., 
and president of the District of Columbia 
Control of Controllers Institute of Amer- 
ica, was the Institute’s official representa- 





tive at the morning session, October 25, 
of the Annual Convention of the Amer- 
ican Institute of Accountants, in Wash- 
ington, D. C. 

James L. Peirce (#2029-1941), vice 
president and controller, A. B. Dick Com- 
pany, Chicago, Ill., represented the In- 
stitute at the 75th anniversary meeting of 
the American Society of Mechanical En- 
gineers, held on November 17 at the 
Conrad Hilton Hotel in Chicago and pre- 
sented the official greetings of the Insti- 
tute... . Alfred J. Blasco (#1542-1939), 
president, Interstate Securities Company, 
Kansas City, Mo., addressed the 22nd an- 
nual convention of the American Finance 
Conference in Chicago. His subject was 
“Management Tests in 1956.” 

The editors have received a card from 
Thomas F. Mowle (#3457-1945), comp- 
troller, Dow Jones & Company, Inc., New 
York, who is traveling in Europe... . 
Wilfred Godfrey (#3516-1945), treasurer, 
Keystone Custodian Funds, Inc., Boston, 
Mass., spoke at the second annual Federal 
Tax Forum luncheon given by Northeast- 
ern University Institute of Taxation on 
October 14. Mr. Godfrey is a member of 
Controllers Institute’s National Commit- 
tee on Federal Taxation and served as 
chairman of the Committee in 1953-54. 


Obituary 





EpwIN Puitip Hart, controller of 
Eversharp, Inc., Chicago, Ill., died in 
Highland Park Hospital of a heart ail- 
ment on November 7, 1955. He was 60. 
Mr. Hart held membership certificate 
#3925-1947 in Controllers Institute of 
America. 


FRANK S. HATCH (#2324-1942), sec- 
retary and treasurer of the Moore Drop 
Forging Co., Springfield, Mass., died on 
November 12, 1955 at the age of 67. He 
had been associated with Moore since 
1920 as secretary, assistant treasurer and 
director and was elected treasurer in 1947. 

His advice on cost accounting and gen- 
eral accounting was frequently sought by 
the members of the Drop Forging Asso- 
ciation on whose cost committee he served 
for many years. He was a past president 
of the Springfield chapter of the National 
Association of Cost Accountants. 


GEORGE W. S. MONTGOMERY, auditor 
for the British Columbia Telephone Co., 
Vancouver, B. C., died on October 28, 
1955 at the age of 45. Mr. Montgomery 
was a past president of the Vancouver 
Control of Controllers Institute (1954-55) 
in which he held membership certificate 
#5605-1952. Prior to joining British Co- 
lumbia Telephone Co. in 1950, he was 
with Helliwell, Maclachlan & Company, 


Dominion Stores Limited, 
Toronto; and Peat, Marwick, Mitchell & 
Co., Edrnonton. 


Vancouver; 


Victor R. Morton, comptroller of 
F. H. Noble and Company, Chicago, III., 
died at the age of 60 on October 18, 1955. 
Mr. Morton held membership #2514-1943 
in Controllers Institute of America. 


S. WALLACE MURKLAND, 69, retired 
controller of the Western Electric Co., 
New York, died on November 14, 1955 
at New Milford Hospital, New Milford, 
Conn. He had been with the Bell System 
for 46 years prior to his retirement in 
1950. He was also a director of the firm 
and of several Western Electric subsid- 
iaries. He was a member of Controllers 
Institute from 1943 to 1950, holding cer- 
tificate #2754. 


Louis M. TIMBLIN, treasurer and a di- 
rector, Charles Pfizer & Company, Brook- 
lyn, N. Y. died of a heart attack at Mather 
Memorial Hospital on November 20, 
1955. He was 56. 

Prior to joining Pfizer he was associ- 
ated with F. W. Lafrentz & Co., New 
York, from 1924 to 1939 serving in the 
Cleveland and New York offices. 

Mr. Timblin held membership certifi- 
cate #2307-1942 in Controllers Institute. 


THE CONTROLLER * DECEMBER, 1955 








The 


ler- 


sh- 


rice 
ym- 
In- 

of 
En- 
the 
re- 
sti- 
>), 
ny, 
an- 
nce 
was 








43 


rd, 


di- 
ok- 
her 





XUM 





Index THE CONTROLLER, Volume XXIII—1955 





The following index of articles and other materials which have been presented in the columns of THE CONTROLLER in the 12 issues published 


during 1955 is presented with the thought that it will facilitate reference and make the material quickly available for study. 


A-B-C’s of oil payments, the, Hammer, Feb. 69 
Accounting: 


Accounting and budgeting for social agencies, 
Ritz, Mar. 120 

Accounting changes for retailers, Feb. 76 

Accounting for research and development, 
McNeill, May 222 

Accounting for reserves, recent developments 
in, Kell, Oct. 471 

Accounting in the federal government, joint 
program to improve, Oct. 490 

Balance sheet or financial statement—which ? 
(letter), Dec. 564 

Controllership—key to efficiency in govern- 
ment, Browne, Oct. 477 

CPA’s define income terms, May 217 

Developing accounting practices among ex- 
ecutives, Fay, Sept. 415 

Eighth annual accounting 
Texas A & M, May 240 

Evaluation of accounting personnel, Ho- 
warth, Mar. 116 

Internships, standards proclaimed for public 
accounting, May 240 

New accounting program at Columbia, Feb. 
re 

Organizing for controllership: centralization 
and decentralization, Simon, Jan. 11 

Retailers installing new accounting system, 
Apr. 198 

Sales mixture control, Fields, May 219 

Seventh International Congress of Account- 
ants scheduled for 1957, May 244 

Women accountants, Dec. 605 


conference at 


Air Force, industry talks to, Nov. 555 
American Institute of Accountants: 


Awards, 1955, Nov. 546 
Zebley, John H., Jr. nominated for president 
1955-1956, July 341 


America’s needs and resources, June 286 
Annual reports: 


Annual report’s big role, Mar. 146 
Annual reports in government, change noted 
in, Nov. 543 


Auditing: 


Auditors’ responsibilities after statement date 
clarified, Mar. 152 

Audits, oppose competitive bidding for 
municipal, Nov. 540 

CPA’s ask easing of barriers to international 
auditing, Apr. 177 


Automatic computer acquisition, financial as- 


pects of, Chapin, Nov. 523 


Banks and banking: 


Coding of account titles, June 288 


Beard, Frank N., IAS appointment, Nov. 547 
Book reviews: 


Big business executive, the, Newcomer, Nov 
552 

Business budgeting and control, Heckert and 
Willson, (Francis), June 292 

Capital and output trend in mining indus- 
tries, 1870-1948, Borenstein, Apr. 184 

Centralization and decentralization in indus- 
trial relations, Baker and France, (Dahl), 
Jan. 36 

Contract termination guide, Chamber of 
Commerce of the United States, May 249 

Cutting your unemployment taxes, Potter, 
Mar. 144 

Depreciation, Grant and Norton, June 293 

Depreciation tables under the 1954 Internal 
Revenue Code, Hirsch, Feb. 82 


SUBJECT AND TITLE INDEX 


Dynamics of industrial management, the, 
Villers, (Jarchow), Feb. 80 

Electronic business machines—a new tool for 
management, Mar. 144 

Embezzlement controls, Pratt, Feb. 82 

English accountancy, 1800 to 1954, Stacey, 
Apr. 186 

Facts and figures on government finance 
1954-55, Mar. 144 

First conference on training personnel for the 
computing machine field proceedings, 
Jacobson, June 293 

Foreign investment and taxation, Barlow and 
Wender, (Salman), Oct. 494 

Government contract, the—how to use it 
most effectively in the public interest, Feb. 
82 

Guide to selected readings in records manage- 
ment, Feb. 83 

Hiring practices and 
Lester, May 249 

Impact of computers on office Management 
experience in computer application, Mar. 
144 

Income Tax Handbook—1955 edition, Pusi- 
nelli, Feb. 83 

Individuals’ savings: volume and composi- 
tion, Friend, Feb. 82 

Industrial accountants handbook, Fiske and 
Beckett, Apr. 187 

Introduction to automatic computers: a 
systems approach for business, Chapin, 
(Cauvet), Dec. 596 

Introduction to cost accountancy, Dobson, 
Feb. 83 

Management accounting—a concise appraisal, 
May 249 

Management planning and manpower de- 
velopment, May 249 

Management process, the, Apr. 185 

Management team, the, Bursk, (Hunt), Apr. 
184 

Managing securities, Robbins, May 249 

Managerial statistics, Hanson, Feb. 83 

Manual of excellent managements—1955 edi- 
tion, July 345 

Montgomery's federal taxes, 35th edition, 
Apr. 186 

Municipal and government 
Tenner, Mar. 144 

New rapid tax depreciation, Stanley, (Barn- 
well), Aug. 394 

Pension plan experience and trends, Couper 
and Vaughan, (McBride), Mar. 142 

Principles of management, Koontz and 
O’Donnell, (Haase), Sept. 446 

Profit management and control, Gardner, 
(Todt), Nov. 548 

Productivity accounting, Davis, Mar. 144 

Report forms procedures for successful sales 
administration, June 293 

Seidman’s legislative history of federal in- 
come and excess profits tax laws, Seidman, 
(Evans), July 344 

Successful leadership in business, Cerami, 
Nov. 552 

The 20th century capitalist revolution, Berle, 
(Lapidus), May 246 

What makes an executive? Report of a round 
table on executive potential and perform- 
ance, Nov. 552 


labor competition, 


accounting, 


Workshop for Management, July 345 
Bosses vs. fired workers, courts decide winners, 
Nov. 543 
Bowman, Raymond T., named to office of 
statistical standards, June 291 
Break-even analysis for cash forecasting, Ash- 
burne, Dec. 578 
Break-even analysis, published material on, July 
352 
Brundage, Percival Flack, elected to accounting 
hall of fame at Ohio State, June 291 
Budgets: 
Accounting and budgeting for social agencies, 
Ritz, Mar. 120 
Budget recommendations made by CED 
aimed at evaluating performance, Mar. 126 
Giving budgeting appeal to the foreman, 
Woodhead, July 326 
Variable budget installation for 
purposes, a, Shippen, Aug. 370 
Word derivation, Oct. 479 
Business concentration and price policy, June 
294 


control 


Capital: 

Measuring sales, gross assets and invested 
capital and comparing them to profits, 
Freeman, Feb. 59 

Certified public accountants: 

Ask easing of barriers to international audit- 
ing, Apr. 177 

Define income terms, May 217 

Firm fee upheld, Sept. 455 

Report satisfaction with fiscal year changes, 
May 250 

Civil Service announces internal auditor exams, 

July 325 

Company approach to organization change, a, 
Holm, July 319 
Compensation: 

Base for executive compensation, Jan. 48 

Compensation on two levels surveyed, Sept. 
436 

Distribution cost control with particular ref- 
erence to sales compensation, Gaudion, 
Mar. 113 

Statistics on middle management salaries, Jan. 


Control: 

Distribution cost control with particular ref- 
erence to sales compensation, Gaudion, 
Mar. 113 

Establishing a system of more effective man- 
agement controls, Yntema, Feb. 74 

How some companies are planning and con- 
trolling their operations, van Pelt, Dec. 571 

Independence in control, Broehl, June 267 

Variable budget installation for control pur- 
poses, a, Shippen, Aug. 370 

Controllers: 

Controller's role when disaster strikes, the, 
McConnell and Perks, Jan. 14 

How the controller got his title, Newcomb, 
June 269 

How the controller helps the sales manager, 
Mordy, Nov. 532 

Independence in control, Broehl, June 267 

Profit planning: The controller's part, Dawes, 
Apr. 166 

Warned on excess profits taxes, Apr. 199 
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Controllers Institute: 

Annual national conference, a photographer 
and a reporter look at the 24th, Dec. 581 

Annual national conference, committee chair- 
men, Oct. 504 

Business show, Oct. 504 

Canada holds first regional conference of 
Controllers Institute of America, Apr. 192 

Canadian affairs, National Committee on, 


June 277 : 
Control officers and directors meeting, May 
243 


Directors meeting, May 227 
Directors, new national, May 234 
Eastern conference, 1955, June 276 
Fay, C. R., elected chairman of the board of 
directors, July 335 
Federal tax committee testifies on sections 
452, 462 of 1954 internal revenue code, 
Apr. 183 
Headquarters at Two Park Avenue, Oct. 500 
Industry conference chairmen, 1955 annual 
conference, Oct. 491 
Institute adopts Mony employe benefit plan, 
Jan. 38 
Institute’s 50th Control approved, Mar. 131 
Members receive NACA certificates of merit 
awards, Sept. 455 
Midwestern conference, July 336 
Midwestern regional conference 
May 229 
National board of directors meeting, Oct. 499 
National committee chairmen, Dec. 601 
Officers and directors of Controllers Institute, 
1955-1956, July 334; Hanlon, Dec. 5y3 
Presidents of Controls, 1955-1956, part I, 
Aug. 381 
Presidents of Controls, 1955-1956, part II, 
Sept. 454 
Regional vice presidents, 1955-1956, July 339 
Schwarz, G. W., institute director at large, 
July 335 
Southern conference, May 226 
Wallis, Robert N., elected president, July 334 
Controllership: 
Developing accounting personnel for con- 
trollership, Mar. 118 
Internal reports to management, Sutherland, 
Apr. 175 
Key to efficiency in government, Browne, 
Oct. 477 
Motivation, Peirce, Aug. 367 
Organizing for controllership: centralization 
and decentralization, Simon, Jan. 11 
Preview of questionnaire survey, June 304 
Controllership Foundation: 
Foundation trustees meet, June 296 
New officers and trustees, 1955-1956, Sept. 
443 
Controls: 
Birmingham, plans southern conference, Dec. 
592 
Boston, Bob Wallis night, Dec. 592 
Cincinnati, educational dinner meeting, Apr. 
193 
Cleveland, twentieth anniversary, June 289 
Houston, annual picnic, Nov. 553 
Long Island, charter petition approved, be- 
comes 50th Control, Mar. 131 
Long Island, charter presentation, May 237 
Long Island, Devine elected head of new 
Control, Apr. 192 
Long Island, gavel presentation, June 277 
Los Angeles, planning activities for 1955 
annual national conference, Mar. 147 
Memphis, plant visit to Plough, Incorporated, 
Apr. 193 
Milwaukee, ‘‘presidents’ night’’ dinner, June 
290 
New Orleans, dinner meeting, May 237 
San Francisco, luncheon with Paul Haase, 
Nov. 553; Sen. Kuchel addresses, Dec. 593 
Toronto, annual meeting of CIA members, 
July 351 


program, 


Toronto, Fay speaking at annual meeting of 
members, July 351 

Toronto, fifth birthday—presentation of cake, 
July 351 

Toronto, meeting to review plans for 1955 
eastern regional conference, Mar. 147 

Tulsa, announces southern regional conference 
pians, Mar. 134 

Tulsa, fifth anniversary, Jan. 34 

Tulsa, meeting to plan 1955 southern con- 
ference, Jan. 34 

Twin Cities, meeting to discuss midwestern 
conference details, June 290 

Converting a loss division into a profitable 
operation, Schwarten, July 323 


Converting management reports into profit 
builders, Adams and Neuschel, Apr. 170 
Costs: 


Cost of Erasures studied, Feb. 76 

Cost reduction through mechanized mailing, 
Lunsford, May 228 

Distribution cost control with particular ref- 
erence to sales compensation, Gaudion, 
Mar. 113 

Practical limitations in the use of variable 
costs for planning, Bedford, May 215 

Pricing a new product, Dean, Apr. 163 


Recent data show manufacturing costs 
abroad generally lower than in U.S., May 
244 
Credit: 
Correspondence course in credit analysis, 
Sept. 452 
Growth potential as a basis of credit, 


Crumpler, July 329 
Installment credit’s place in the economy, 
Goodman, June 278 


Depreciation: 
Accelerated depreciation being met 
mixed reactions, May 236 
Depreciation policy under the 1954 revenue 
code, Reck, Jan. 18 
New Depreciation methods (charts), Mar. 
135 
Rapid tax depreciation under the 1954 in- 
ternal revenue code, Stanley, Sept. 418 
Developing accounting practices among execu- 
tives, Fay, Sept. 415 
Developing supervisors, July 350 
Devine, D. F., elected head of Long Island 
Control, Apr. 192 
Distribution cost control with particular 
reference to sales compensation, Gaudion, 
Mar. 113 
Duties and responsibilities of corporate officers, 
May 252 


Earnings, retention of, Holzman, Sept. 422 
Economic forecasting, mathematical tools for, 
Feb. 84 
Economic prospects, Oct. 507 
Education: 
Accounting scholarship, NACA, Feb. 77 
AMA summer workshop seminars, June 295 
Business support of higher education, Hill 
and Ayars, Oct. 488 
Corporate giving for education, Aug. 393 
G.E. management research and development 
institute, Aug. 369 
Higher taxes foreseen for higher education, 
Mar. 149 
Management development programs, Nov. 
538 
Public accounting internships, standards pro- 
claimed for, May 240 
Wayne University summer computation lab- 
oratory, Apr. 197 
Effect of changing price levels studied, Mar. 
130 
Electronics: 
Decimal central purpose computer, Mar. 135 
Electronic end-products, Nov. 540 
Electronic tape-processing equipment, appli- 
cation of, Yeaple, June 270 
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Employe Benefits: 
Increase in “fringe’’ benefits, Mar. 137 
Institute adopts Mony employe benefit plan, 
Jan. 38 
New “package” employe benefit plan, Mar. 
136 
Paid sick leave and group insurance plans, 
July 349 
Employes: 
Need for evaluating employes, Winsborough, 
June 284 
Evaluation of accounting personnel, Howarth, 
Mar. 116 
Executives: 
AMA reports statistics on middle manage- 
ment salaries, Jan. 43 
AMA summer workshop seminars, June 295 
Executive compensation, base for, Jan. 48 
Executive compensation, trends in, Nov. 555 
Executive health programs, Mar. 126 
How effective is an executive?, Patton, Jan. 
22 
Export financing, current developments in long- 
term, Anderson, Nov. 534 


Fay, C. R., elected chairman of the board of 
directors, July 335 

Federal economic statistical programs, May 245 

Federal trade commission and fair trade, Apr. 
165 

Federal trade commission head reports pricing 
code gains, Feb. 96 

Financial Statements: 
Effect of changing price levels studied, Mar. 

130 

In 45 seconds, July 348 

Flood cost and government contracts, Trueger, 
Dec. 576 


GAW, foremen and the, Dec. 602 

Government savings total $14 billion, Feb. 85 

Growth potential as a basis of credit, Crumpler, 
July 329 


Hall of Fame, accounting, June 291 
Hoover Commission: 
Controllership—Key to efficiency in govern- 
ment, Browne, Oct. 477 
Millions saved by commission task force, Oct. 
8 


Report on paperwork management, Apr. 180 
Summary of Hoover commission report on 
lending agencies, Sept. 434 

Hospital support a puzzle, Nov. 546 

How effective is an executive?, Patton, Jan. 22 

How the controller got his title, Newcomb, June 
269 

How to pick a salesman, May 251 


Idea men needed, June 301 
Independence in control, Broehl, June 267 
Industrial concentration, June 294 
Institute of accounting, Ohio State University, 
17th annual, June 291 
Institute of newspaper controllers and finance, 
officers, Dec. 595 
Insurance: 
Controller's role when disaster strikes, the 
McConnell and Perks, Jan. 14 
Premium reduction on accountants’ liability 
policies, Oct. 507 
Internal reports to management, Sutherland, 
Apr. 175 
Investments: 
Contracyclical investments, Jan. 26 
Ownership of tax-exempt securities, Apr. 188 
Pricing to maximize return on investment, 
Rushton, Mar. 107 
Shareholder relations, Apr. 197 


Leaseback: 
Leasing vs. owning cars and trucks, Oct. 508 
Sale and leaseback of real property, Feb. 76 
Letterwriting, time and cost factors in, Apr. 201 
Lybrand Award medals, Roe wins gold medal, 
Rhodes wins silver medal, July 341 
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Management: 

Converting management reports into profit 
builders, Adams and Neuschel, Apr. 170 

Developing supervisors, July 350 

Establishing a system of more effective man- 
agement controls, Yntema, Feb. 74 

How effective is an executive?, Patton, Jan. 
22 

Independence in control, Broehl, June 267 

Index of managerial efficiency, Padgett, Aug. 
382 


Management planning and control at General 
Electric, Klingman, Feb. 71 
When is a company well run?, Jan. 23 
Management planning and control at General 
Electric, Klingman, Feb. 71 
Manufacturing costs abroad generally lower 
than in U.S., May 244 
Manufacturing plans and community growth, 
Feb. 65 
Marketing: 
Marketing costs taking more of sales dollar, 
NICB finds, Nov. 544 
Pricing a new product, Dean, Apr. 163 
Projecting the profitability of new products, 
Miller, Oct. 483 
Measuring sales, gross assets and invested capi- 
tal and comparing them to profits, Freeman, 
Feb. 59 
Mergers: 
Nearing peak of postwar period, Sept. 460 
Piecemeal bank mergers, Feb. 85 
Mirage of perpetual boom, May 232 


National Association of Bank Auditors and 
Comptrollers: 
Coding of account titles, June 288 
Officers elected, Dec. 603 
National Association of Cost Accountants: 
CIA members receive NACA certificates of 
merit awards, Sept. 455 
Israel, Charles R., elected president, July 341 
National Association of Credit Men: 
Viall, Paul J., elected president, July 340 
National Association of Manufacturers: 
Purchasing power theory studied, July 342 
National Bureau of Economic Research: 
Industrial concentration, June 294 
Ownership of tax-exempt securities, Apr. 188 
National Industrial Conference Board: 
Accelerated depreciation being met 
mixed reactions, May 236 
Paid sick leave and group insurance plans, 
July 349 
Phenomenal growth in executive health pro- 
grams since end of World War II, Mar. 126 
Recent data show manufacturing costs abroad 
generally lower than in U.S., May 244 
National Office Management Association: 
Office salaries surveyed, Feb. 86 
Natural business year, CPAS report satisfaction 
with fiscal year changes, May 250 
Noble, Lindsay H., postal appointment, Nov. 
547 


with 


Office salaries surveyed, Feb. 86 
Organization: 
Company approach to organization change, 
A. Holm, July 319 
Organizing for controllership: centralization 
and decentralization, Simon, Jan. 11 
Outlook for capital goods, Aug. 393 


Paid sick-leave and group insurance plans, July 
349 
Pay rolls: 
A modern simplified pay roll procedure, 
Fogg, Feb. 66 
Pension funds: 
Pension funds coming into investment mar- 
ket, Mar. 149 
Twenty thousand pension funds, Feb. 96 
Pensions: 
Where pension money goes, Oct. 496 


Personnel: 
Department salaries surveyed, Oct. 502 
Need for evaluating employes, Winsborough, 
June 284 
Planning: 
Developing accounting practices among ex- 
ecutives, Fay, Sept. 415 
How some companies are planning and con- 
trolling their operations, van Pelt, Dec. 571 
Practical limitation in the use of variable 
costs for planning, Bedford, May 215 
Profit planning: the controller’s part, Dawes, 
Apr. 166 
Plant and equipment expenditures of U.S. busi- 
ness, Aug. 392 
Postal appointments, Nov. 547 
Practical limitation in the use of variable costs 
for planning, Bedford, May 215 
Prices: 
Effect of changing price levels, Mar. 130 
FTC head reports pricing code gains, Feb. 96 
Pricing a new product, Dean, Apr. 163 
Pricing to maximize return on investment, 
Rushton, Mar. 107 
Production: 
Growth in production, Nov. 525 
Machine equipment for production control, 
Mar. 136 
Mirage of perpetual boom, May 232 
Productivity, its meaning, measurement and 
industrial future, Rucker, Aug. 373 
Profits: 
Converting a loss division into a profitable 
operation, Schwarten, July 323 
Management controls and the profit motive, 
Yntema, Dec. 573 
Measuring sales, gross assets and invested 
capital and comparing them to profits, 
Freeman, Feb. 59 
Pricing to maximize return on investment, 
Mar. 107 
Profit planning: the controller's part, Dawes, 
Apr. 166 
Projecting the profitability of new products, 
Miller, Oct. 483 
Rise in profit sharing plans noted, Mar. 137 
Purchasing power theory studied, July 342 


Rapid tax depreciation under the 1954 internal 
revenue code, Stanley, Sept. 418 
RCA Bizmac, application of electronic tape- 
processing equipment, Yeaple, June 270 
Records: 
Controller's role when disaster strikes, Mc- 
Connell and Perks, Jan. 14 
National Records Management Council grants 
fellowships, May 241 
On filesmanship, Apr. 190 
Retention periods for stock certificates and 
stockholder lists, Jan. 45 
Savings realized in transferring files to a rec- 
ord center, Feb. 92 
Reports to management: 
Converting management reports into profit 
builders, Adams and Neuschel, Apr. 170 
Internal reports to management, Sutherland, 
Apr. 175 
Operating statements: get them while they're 
hot, Corbin, Nov. 526 
Research: 
Accounting for research and 
McNeill, May 222 
Tieing research to reality: 92 join research 
liaison panel, Feb. 78 
Retailers installing new accounting system, Apr. 
198 
Retention of earnings, reasons for, Holzman, 
Sept. 422 
Retention periods for stock 
stockholders lists, Jan. 45 


development, 


certificates and 
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Salaries: 
Office salaries surveyed, Feb. 86 
Personnel department salaries surveyed, Oct. 
502 
Sales: 
How the controller helps the sales manager, 
Mordy, Nov. 532 
Measuring sales, gross assets and invested 
capital and comparing them to profits, 
Freeman, Feb. 59 
Sale and leaseback of real property, Feb. 76 
Sales executive cautions controllers on “figure 
approach” to new sales ideas, Feb. 86 
Salesman, how to pick a, May 251 
Sales mixture control, Fields, May 219 
Schwarz, G. W., now institute director at large, 
July 335 
Shareholder relations, Apr. 197 
Social agencies, accounting and budgeting for, 
Ritz, Mar. 120 
Society of Savings and Loan Controllers names 
Mank president, July 340 
Stans, Maurice H., postal appointment, Nov. 
547 
Surveys and studies: 
Accelerated depreciation being met 
mixed reactions, May 236 
America’s needs and resources, June 286 
Annual report, Dec. 604 
Budget recommendations made by CED 
aimed at evaluating performance, Mar. 126 
Business forecast, Sept. 439 
Compensation, trends in executive, Nov. 555 
Compensation on two levels, AMA surveys, 
Sept. 436 
Electronic end-products, Nov. 540 
Employe benefits in distribution, May 245 
Erasures studied, cost of, Feb. 76 
Health programs, phenomenal growth in ex- 
ecutive, Mar. 128 
Industrial concentration, June 294 
Management development programs, Nov. 
538 
Management salaries, AMA reports statistics 
on middle, Jan. 43 
Manufacturing costs abroad generally lower 
than in U.S., May 244 
Office salaries surveyed, Feb. 86 
Paid sick leave and group insurance plans, 
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July 349 

Personnel department salaries surveyed, Oct. 
502 

Price levels studied, effect of changing, Mar. 
130 


Salesman, how to pick a, May 251 
Securities, ownership of tax-exempt, Apr. 188 
Shareholder relations, Apr. 197 

Purchasing power theory studied, July 342 


‘axation: 

Assistance in filing federal income tax re- 
turns, Mar. 115 

CIA Federal Tax Committee testifies on sec- 
tions 452, 462 of 1954 internal revenue 
code, Apr. 183 

Continuation seen for tax duplication, Sept. 


438 
Controllers warned on excess profits taxes, 
Apr. 199 


Depreciation policy under the 1954 revenue 
code, Reck, Jan. 18 

New tax code, CPAs publish book on, Nov. 
546 

Rapid tax depreciation under the 1954 inter- 
nal revenue code, Stanley, Sept. 418 

State and local tax problems, Metzger, Dec. 
588 

Tax highlights of 1954, Landman, Feb. 64 

Tax litigation, Feb. 84 

Taxpayers have edge 
Court, Sept. 460 

Tax plan proposed, Nov. 544 

Tax savings, Jan. 38 

Tax school announced, Sept. 452 
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U.S. tax fraud suits upped 50% in 1954, 


Nov. 547 


Unions: 
Unions and mechanization, June 294 





Adams, Howard C. (joint author, Neuschel), 
Converting management reports into profit 
builders, Apr. 170 

Anderson, Ragnar W., Current developments 
in long-term export financing, Nov. 534 

Ashburne, J. G., Break-even analysis for cash 
forecasting, Dec. 578 


Barnwell, Walter J., New rapid tax deprecia- 
tion—How to use it profitably, Stanley (book 
review), Aug. 394 

Bedford, Norton M., Practical limitations in the 
use of variable costs for planning, May 215 

Broehl, Wayne G., Jr., Independence in con- 
trol, June 267 

Browne, Dudley E., Controllership—Key to 
efficiency in government, Oct. 477 


Cauvet, Harold H., An introduction to auto- 
matic computers: A systems approach for 
business, Chapin (book review), Dec. 596 

Chapin, Ned, Financial aspects of automatic 
computer acquisition, Nov. 523 

Corbin, Munro, Operating statements: Get 
them while they’re hot, Nov. 526 

Crumpler, James P., Growth potential as a 
basis of credit, July 329 


Dahl, George K., Centralization and decen- 
tralization in industrial relations, Baker and 
France (book review), Jan. 36 

Dawes, Irving D., Profit planning: The con- 
troller’s part, Apr. 166 

Dean, Joel, Pricing a new product, Apr. 163 


Evans, Peter Guy, Seidman’s legislative history 
of federal income and excess profits tax laws, 
Seidman (book review), July 344 


Fay, C. R., Developing accounting practices 
among executives, Sept. 415 

Fields, David S., Sales mixture control, May 219 

Fogg, Gordon G., A modern simplified pay 
roll procedure, Feb. 66 


Unions in new AFL-CIO federation, jurisdic- 
tions of, June 299 


Variable budget installation for control pur- 


poses, a, Shippen, Aug. 370 


AUTHORS INDEX 


Francis, Ely, Business budgeting and control, 
Heckert and Willson (book review), June 
292 

Freeman, E. Stewart, Measuring sales, gross as- 
sets and invested capital and comparing them 
to profits, Feb. 59 


Gaudion, Donald A., Distribution cost control 
with particular reference to sales compensa- 
tion, Mar. 113 

Goodman, Alfred F., Installment credit’s place 
in the economy, June 278 


Haase, Paul, Principles of management, Koontz 
and O'Donnell (book review), Sept. 446 
Hammer, Harold Harlan, The A-B-C’s of oil 
payments, Feb. 69 

Holm, Melvin C., A company approach to or- 
ganization change, July 319 

Holzman, Robert S., Reasons for retention of 
earnings, Sept. 422 

Howarth, Harold, Evaluation of accounting 
personnel, Mar. 116 

Hunt, Edward C., The management team, Bursk 
(book review), Apr. 184 


Jarchow, Christian E., The dynamics of indus- 
trial management, Villers (book review), 
Feb. 80 


Kell, Walter G., Recent developments in ac- 
counting for reserves, Oct. 471 

Klingman, Herbert F., Management planning 
and control at General Electric (conclusions 
drawn from case study), Feb. 71 


Landman, J. H., Tax highlights of 1954, Feb. 
64 

Lanterman, J. B., CIA Federal Tax Committee 
testifies on sections 452, 462 of 1954 internal 
revenue code, Apr. 183 

Lapidus, Leonard, The 20th century capitalist 
revolution, Berle (book review), May 246 

Lunsford, Charles B., Cost reduction through 
mechanized mailing, May 228 








Statement Required by the Act of August 24, 1912, as Amended by the 
Acts of March 3, 1933, and July 2, 1946 (Title 39, United States Code, 
Section 233) Showing the Ownership, Management, and Circulation 


Of Tue ConTROLLER published monthly at Brattleboro, Vermont, for October 1, 1955. 

1. The names and addresses of the publisher, editor, managing editor, and business manageis are: 
Publisher, Controllers Institute of America, Two Park Avenue, New York 16, N. Y.; Editor, Paul Haase, 
Two Park Avenue, New York 16, N. Y.; Publication Manager, Benjamin R. Makela, Two Park Avenue, 
New York 16, N. Y. 

2. The owner is: (If owned by a corporation, its name and address must be stated and also immedi- 
ately thereunder the names and addresses of stockholders owning or holding 1 percent or more of total 
amount of stock. If not owned by a corporation, the names and addresses of the individual owners must 
be given. If owned by a partnership or other unincorporated firm, its name and address, as well as that 
of each individual member, must be given.) 

Controllers Institute of America, Inc., Two Park Avenue, New York 16, New York. No stock or bond- 
holders. Membership corporation, without capital stock. 

3. The known bondholders, mortgagees, and other security holders owning or holding 1 percent or more 
of total amount of bonds, mortgages, or other securities are: (If there are none, so state.) None. 

4. Paragraphs 2 and 3 include, in cases where the stockholder or security holder appears upon the 
books of the company as trustee or in any other fiduciary relation, the name of the person or corporation 
for whom such trustee is acting; also the statements in the two paragraphs show the affiant’s full knowl- 
edge and belief as to the circumstances and conditions under which stockholders and security holders 
who do not appear upon the books of the company as trustees, hold stock and securities in a capacity 
other than that of a bona fide owner. 

BENJAMIN R. MAKELA 


Publication Manager 
Sworn to and subscribed before me this 27th day of September, 1955. 
WILLIAM CANTOR, Notary Public 
State of New York, No. 41-0555715. 
fied in Queens County. 
(My commission expires March 30, 1957) 


Quali- 








Wallis, Bob, night, Oct. 596 

Wallis, Robert N., elected president of Con- 
trollers Institute, July 334 

World calendar, the controller's interest in, 
McDade, Aug. 377 





McBride, J. A., Jr., Pension plan experience 
and trends, Couper and Vaughan (book re- 
view), Mar. 142 

McConnell, Edwin E. (joint author, Perks), 
The controller's role when disaster strikes, 
Jan. 14 

McDade, Thomas M., The controller’s interest 
in the world calendar, Aug. 377 

McNeill, Winfield I., Accounting for research 
and development, May 222 

Metzger, La Burne C., State and local tax prob- 
lems, Dec. 588 

Miller, T. T., Projecting the profitability of new 
products, Oct. 483 

Mordy, William H., How the controller helps 
the sales manager, Nov. 532 


Neuschel, Richard F. (joint author, Adams), 
Converting management reports into profit 
builders, Apr. 170 


Padgett, Weldon M., An index of managerial 
efficiency, Aug. 382 

Patton, Arch, How effective is an executive ?, 
Jan. 22 

Peirce, James L., Controllership motivation, 
Aug. 367 

Perks, William H. (joint author, McConnell), 
The controller's role when disaster strikes, 
Jan. 14 


Reck, Paul A., Depreciation policy under the 
1954 revenue code, Jan. 18 

Ritz, Allen C., Accounting and budgeting for 
social agencies, Mar. 120 

Rucker, Allen W., Productivity, its meaning, 
its measurement and its industrial future, 
Aug. 373 

Rushton, James H., Pricing to maximize return 
on investment, Mar. 107 


Salman, G. F., Foreign investment and taxation, 
Barlow and Wender (book review), Oct. 494 

Schwarten, John H., Jr., Converting a loss divi- 
sion into a profitable operation, July 323 

Shippen, Edward, Variable budget installation 
for control purposes, a, Aug. 370 

Simon, Herbert A., Organizing for controller- 
ship: Centralization and decentralization, 


Jan. 11 
Stanley, Willard F., Rapid tax depreciation un- 
der the 1954 internal revenue code, Sept. 418 
Sutherland, Malcolm S., Internal reports to man- 
agement, Apr. 175 


Todt, Hans C., Profit management and control, 
Gardner (book review), Nov. 548 

Trueger, Paul M., Flood costs and government 
contracts, Dec. 576 


Van Pelt III, John V., How some, companies 
are planning and controlling their operations, 
Dec... 571 


Winsborough, Robb M., Need for evaluating 
employes, June 284 

Woodhead, Harry, Giving budgeting appeal to 
the foreman, July 326 


Yeaple, Fred, Application of electronic tape- 
processing equipment, June 270 

Yntema, T. O., Establishing a system of more 
effective management controls, Feb. 75 


612 








Con- 





‘ience 


k re- 


tks), 


rikes, 
terest 
earch 
prob- 
f new 


helps 


ims ), 
profit 


gerial 
tive ?, 
ation, 
nell), 
rikes, 
rt the 
g for 


ining, 
uture, 


‘eturn 
ation, 
t. 494 
_ divi- 
23 


lation 


‘oller- 
ation, 


nm un- 
t. 418 

man- 
trol, 
nment 
anies 
tions, 
1ating 


eal to 


tape- 


more 









ENVELOPE 


4 TO 8 INSERT : 
FEED BOXES : FEED BOX 


Aufonclin 


revolutionizes 
mailing 

INSERTING & 

MAILING MACHINE 


Inserting & Mailing Machine 
performs all of the operations in 
preparing your mailings 
in continuous sequence 
automatically. 










= STACKS 

















a INSERTING AND MAILING MACHINE CO. 
4 Phillipsburg, New Jersey 
| 0 I'd like to see a demonstration at 
a a local installation. 
INSERTING AND 0 Send brochure Wider Horizons with 
MAILING MACHINE Co. a Mechanized Mailing. 
PHILLIPSBURG. NEW JERSEY . Sika 

4 Firm 
2 Address 


eT State 





567 











BALANCE SHEET OR FINANCIAL STATEMENT—WHICH? 


Editors, THE CONTROLLER: 

For more years than he cares to remem- 
ber, this writer, a retired industrialist, has 
had strong convictions on the above sub- 
ject. What he has to say can be put across 
most effectively by a personal story, and 
the first person singular will necessarily 
come in to such an extent that he will re- 
main anonymous. 

Over 45 years ago I was a student in en- 
gineering in London. My training in, or 
knowledge of, accounting was zero. How- 
ever, I knew by instinct that money was 
an important factor in life in addition to 
that of becoming a good engineer. Fur- 
ther, just how I do not remember, I had 
acquired a strong interest to know some- 
thing about this mysterious subject called 
“finance” and felt that knowledge thereof 
would be useful in life—presumably. 

One day when about to step on a train 
for a five-hour journey up north, I noticed 
the Financial Daily News on the news- 
stand, bought a copy for one penny, and 
decided I would while away part of the 
five hours by trying to educate myself 
financially. 

I quickly made up my mind that it 
wouldn't be much worse for my intended 
sey te had it been written in Chinese, 

ut I noticed quite a few ads called ‘‘Bal- 
ance Sheet” which had a distinct similarity 
in format. I was already vaguely aware 
that a Balance Sheet was an important and 
fundamental document and decided to 


concentrate on this particular instrument. 

It was clear that what you owed was on 
the left and what you owned was on the 
right, which seemed sensible, but I had 
the greatest difficulty in understanding 
why capital was put as a Jiability. 

I finally disentangled myself on this 
particular item by thinking of a Mr. 
Owner and a Mr. Manager, realizing that 
in some cases it would be the same person. 
I then decided that the Balance Sheet was 
a statement by Mr. Manager and he owed 
an accounting of the capital to Mr. Owner. 
This placated me. 

I further noticed that there were three 
types of commodities recorded, and, of 
necessity, in terms of pounds, shillings 
and pence: 


1. (A) Cash in the bank, (B) Cash 
owed to the company, and (C) Cash 
owed by the company. I then proceeded 
to think of this as “‘algebraic cash,” 
caused no doubt by the more than aver- 
age mathematical training given to an 
engineer. 

2. The second type of commodity, while 
stated in money units, was not money 
of itself but Inventory. I readily in- 
ferred that this was material that had 
had a definite cost, might at the mo- 
ment be somewhat different, and in the 
ordinary course of events would re- 
solve itself into Accounts Receivable 
and then into Cash. 
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3. I recognized that Plant and Equipment 
was frozen money, but I didn’t know 
enough at that time to think of Depreci- 
ation which gradually changed fixed 
assets back into Cash. 


I was impressed with a poetic sort of 
beauty in symmetry of this device called 
the Balance Sheet which precisely bal- 
anced. However, the balancing was auto- 
matic, and the equality between liabilities 
and assets seemed to lack the additional 
something that the equality sign gives to 
a simple equation. The mechanism for the 
intended purpose seemed clumsy to me, 
but I couldn’t quite put my finger on what. 

This inarticulate criticism annoyed me, 
so the question occurred, “Well if you 
were Mr. Manager and asked to make a 
report on this situation to Mr. Owner, 
how would yox do it?” 

I gathered from the similarity of the 
several Balance Sheets I gazed at, that a 
business operation was a matter of chang- 
ing money into things, then, with the ex- 
ception of plant and equipment, changing 
these things back into money, and in the 
process expecting to make a profit in 
money. Money seemed to me to be the 
most important because its lack could 
mean insolvency. 

I had to reject the title “Balance Sheet” 
as I formed a mental picture which shaped 
up as follows: 


FINANCIAL SUMMARY 


Cash and Equivalents: 
Money in bank $A 
Money owing to us B 


Money owed by us (C) 


Total $D (X%) 


Inventory: 
Raw material 
Material in process 
Finished products 


nA 
ls_¢ 


Total $N (Y%) 


Fixed Assets: 


Plant 
Equipment 
Miscellaneous 


Total $s (Z%) 
($D + $N + $S) (100%) 


7” 
|.o% 


Capital: 


A couple of years after the foregoing, 
I was so impressed by what I believed to 
be the superior technique in manufactur- 
ing in the United States compared to Eu- 
rope as to cause me to make what I be- 
lieved to be a temporary change in my 
geographical location. However, this tem- 
porary look-see has continued for 40-odd 
years, although I might add that my pres- 
ent ooking is in a more leisurely way and 
hence this dissertation. 

After a few years had rolled by I be- 
came the operating head and a substantial 
stockholder of an incipient manufacturing 
concern, which has for many years, now, 
been listed on the New York Stock Ex- 
change. (Continued on page 566) 


THE CONTROLLER * DECEMBER, 1955 











Chase Manhattan Check Clearing 
beats the clock! 


= % f 


s 


AT 3:30 A. M. an incoming plane lands at LaGuardia Field. Mail is quickly 
* unloaded, rushed down runways to airport post office for sorting and picking 
up by a carrier service. 


Pictures show fast collection 

features . . . minute-by-minute 
it We movement of incoming remit- 
ii z Bai tance letters 


. ~- ww 
oars > le emer 
a Pat Pat had. |i ie & Top-speed check clearing is one of 


the most important services The 
Chase Manhattan Bank performs 
for its correspondents. 

As these on-the-spot illustrations 
of just one of many daily collections 
show, float time is practically nil. 

Twenty-four-hour clearing serv- 

BY 4:30 remittance letters are speeding AT 5:20 Chase Manhattan messengers pick ice, backed by experienced person- 

* across the Triboro Bridge headed for the * up correspondent bank remittance letters at nel working with efficient business 
New York Clearing House—just around the Clearing House, rush them to Chase = 
the corner from Chase Manhattan head- Manhattan’s waiting nightworkers for 
quarters. processing. 


machines, makes this fast collection 
feature possible. 

If you are not already acquainted 
with Chase Manhattan’s Check 
Clearing Service, we invite your 
inquiry. 

Write to 18 Pine Street, New 
York 15, for full information about 
our Check Clearing Service—an- 
other good example of why it pays to 
do business with Chase Manhattan. 


THE 


10 MINUTES LATER agile fingers and [; JUSTAFTER 6:00 A.M. Chase Manhattan M ANH ATTAN 


* high-speed machines are clearing incom- * correspondent checks are completely proc- 
ing checks. Carefully trained, highly essed and ready to be delivered to member BANK 
efficient Chase Manhattan people work banks at the New York Clearing House or 
three shifts around the clock. shipped out of town. (MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION) 
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by Theodore J. Kreps 


by T. J. Williams 


OF MANAGEMENT 
by Joseph B. Pope 





When this activity started, my idea of 
what a Balance Sheet should be was clearly 
in memory, but there were many other re- 
sponsibilities so tinkering with accounting 
practices did not occur to me. We natu- 
rally followed conventional practice under 
the tutelage of Price Waterhouse & Co. 

However, as I look back, I did add one 
item as my personal requirement, and 
which I now see as a confession of nerv- 
ousness. I insisted on having the Figure 
D, or “algebraic cash,” put on my desk at 
the end of each day. After a period I was 
satisfied that this be done at the end of 
each week, and still later got into the cus- 
tomary habit of reviewing this data 
monthly. I quickly formed the habit of 
consciously keeping the percentage that 
this item was of our capital, the X in the 
Summary, and closely watched the changes 
therein. In my thinking it became pretty 
much like what a clinical thermometer is 
to a medical man. 

I later learned through our own growth 
that magnitude of the operation makes no 
difference, and that Figure X remains 
about the same for a given type of non- 
borrowing operation. This was startling 
but true, and fundamental. I took Balance 
Sheets of companies in similar activity to 
our own but maybe a hundred times big- 
ger, and found approximately the same 
result. 

On first becoming acquainted with 
American Balance Sheets, I noted, with 
interest, that the same format seemed to 


Forthcoming Features 


IN THE CONTROLLER 


%& AN APPRAISAL OF THE ECONOMIC SCENE 


¥%& REDISTRIBUTION OF SELLING 
AND ADMINISTRATIVE EXPENSES 


% COMMUNICATION: THE MYSTERY 


3% PROFIT PLANNING UNDER AUTOMATION 
by John H. Rittenhouse 





be used, except Liabilities and Assets were 
interchanged. The English put Liabilities 
on the left and Assets on the right instead 
of our practice in reverse. How this hap- 
pened I do not know, but I found myself 
thinking that maybe it reflected the re- 
spective average national characters—the 
conservative English and the dynamic 
American. 

If the Balance Sheet could speak, then 
the English Balance Sheet would probably 
say first, “What do you owe?” and next, 
“What do you have to pay it with?” 

The more optimistic American approach 
might be, ““What do you have?” Then as 
an afterthought, “But how much do you 
owe and to whom?” I feel more at home 
with the latter viewpoint. 

In the early days I found that so long 
as Cash and Cash Equivalents were in the 
region of 15 to 20% of Net Worth, op- 
eration could continue without resort to 
borrowed money. 

At the present time, compared to 30 
years ago, heavy accruals such as income 
taxes (provided there is currently a profit) 
have brought the region of this critical 
figure down considerably. However, if 
profits decrease, the operation automati- 
cally goes back to that former pattern, so 
it had better be watched and held to in 
spite of profits. 

More than 10 years ago our treasurer 
showed me a new form of Balance Sheet 
which we had adopted on the recommen- 
dation of Price Waterhouse & Co. It was 
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no longer called a “Balance Sheet,” but 
“Financial Statement,’ and, to the best of 
my knowledge, this format is now rapidly 
replacing the old Balance Sheet. I looked 
at it with more than usual interest and 
probably told our treasurer the above 
anecdote. I know my opinion was that it 
was a step in the right direction, but that 
it had not gone far enough. 

I had long known that the Balance 
Sheet of 50 years ago was practically iden- 
tical to the Balance Sheets used by the 
Venetians in, I think, the 13th century. 

I still contend that in speaking of 
“Working Capital’”’ we are hanging onto 
the past because of convention. 

True, Inventory rolls automatically into 
Receivables and then into Cash, but the 
timing of such action is not certain. The 
timing of Receivables and Payables is 
clearly known, and while it sometimes 
drags, it is only when near-insolvency of 
either party is in the offing. 

Inventory on the other hand can be very 
temperamental in its timing, particularly 
when we go into an economic down-grade. 
Further, isn’t it an insult to our Fixed 
Assets to say they don’t “‘work”’? 

I believe that the term “Current Assets” 
is a hangover from tradition, that a Finan- 
cial Statement would give a quicker, 
clearer view if broken down into three 
subtotals, (1) Cash, etc., (2) Inventory 
and (3) Fixed, with an expression of the 
percentage that each is of the Net Worth. 

After all, if one wishes to know the 
Working Capital because of past habit, 
the addition of the subtotals (1) and (2) 
would give it. It has always seemed to me 
that there is quite a gap in temperament 
between the Cash group and the Inventory 
group, and I don’t see that mixing them 
adds to clarity. 

Lastly, I contend that the so-called 
“Current Ratio” and “Current Quick Ra- 
tio” yardsticks conventionally used are not 
very accurate measurements of liquidity. 
For an exaggerated example, suppose the 
Quick Ratio of Cash to Payables is 2 to 1. 
Further, to ventilate the principle at work, 
suppose that the terms of Payables are 
halved. This will cut Cash down to 1.5 
and Payables down to .5, or the 2 to 1 
ratio now becomes 3 to 1. Yet I fail to 
see that the situation is bettered. Or to 
go to the very extreme, if Payables are 
changed to a C.O.D. basis, the ratio would 
be infinity. 

I am convinced that the most direct 
measure of liquidity is “D” in the “Fi 
nancial Summary” and particularly ‘‘X,” 
the percentage of the whole. This is the 
most important of all. 

If this dissertation stirs up a few of our 
accountants to a self-analysis as to how 
far they are being bound by tradition and 
to the detriment of maximum clarity, it 
will have served its purpose. 


A RESPECTER OF THE BASIC 
IMPORTANCE OF ACCOUNTING 
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Small firm speeds order filling and 
saves $2600 a year-=- with Ozalid! 


Now the three salesmen of the Midwest 
wholesaler write their orders on a translucent 
form...And goods are shipped and billed earlier. 
Transcribing and typing orders, and rewriting 
back orders, have been entirely eliminated; and 
three old costly manifold forms discarded. Order 
processing takes less time, saving $2600 a year. 


Lys all done with Ozalid! Here’s how... 
A salesman sends the original order to the 
home office, where an Ozalid copy is made for 
the customer as notice of acceptance. The 
Stock department notes the items on hand; 
Shipping marks items shipped; Billing enters 
prices and extensions. 
All entries are added to the original order, 
and an Ozalid copy sent as an invoice. 
Back orders are also noted on the original. 


OZAMATIC (left) is a table modei, 
handles sheets as wide as 16”, 


and can make up to 1000 prints an hour. 


When ready for shipment, they are entered 
with prices in a special section of the order 
form; and an Ozalid copy becomes a new 
invoice. 

Ozalid helps thousands of companies speed 
paperwork, save time and costs. 

Ozalid will copy anything written, typed, 
printed or drawn on any translucent original. 
An exact, clean, dry print is made in less thana 
minute. A letter size sheet costs less than 112 ¢. 

Ozalid copies can be made of ledger sheets, 
payrolls, instruction manuals, statements, 
tax returns, bulletins, reports, drawings, charts, 
etc.—is especially useful on cumulative reports 
and monthly statements. 

Ask the nearest Ozalid distributor (see 
phone book) to show you how Ozalid can help 
in your business...Or write to 217 Ozaway, 
Johnson City, N. Y....In Canada, Hughes 
Owens Co., Ltd., Montreal. 

OZzALID — A Division of General Aniline & 
Film Corporation...From Research to Reality. 


OZALID 
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ment of desirable results and, undoubtedly, the details of the 
company’s program would be available to other companies 
interested in instituting similar approaches to investment ed- 
ucation for employes. 


3 Optimism Ahead 


‘Twas Ever Thus . . . 

When the East Coast area was hit by hurricane Diane in 
August, the records destruction problem of one insurance 
company was solved—after a fashion. 

At the outbreak of the Korean War in 1950, the company 


sa had erected a one-story concrete building near the inter- 


section of two rivers in eastern Pennsylvania. In the building 
_were stored for safe keeping some two million punch card 
records and photographic equipment. 
Diane blew the small building into limbo. All the dupli- 
cate records disappeared. But the original records are still 
safe in a bank near the company’s headquarters—many 
miles from the “‘safe’’ area. 


- Building Employe Understanding 

Bringing home to employes, and their families, the finan- 
| cial facts of life of a corporation is not an easy task, but it 
can pay dividends if employe understanding is achieved in 

fair measure. Many efforts have been made in this direction. 
‘Recently, we noted the program of Cleveland Electric II- 
_luminating Company, of whose 4,600 employes more than 
one in five have a financial interest that goes beyond his regu- 
lar pay check because he is enrolled as a share-owner in the 
“company’s Employe Thrift Plan. 

Discussing his company’s program in a recent issue of Te 
Exchange, President Elmer Lindseth reported that the com- 
| pany has started a series of dinner meetings for employe- 
_ stockholders and their wives or husbands, at which the presi- 
‘dent answers questions and reports on the company’s finan- 
cial standing, developments and prospects. 
| The company’s Employe Thrift Plan, introduced nearly 
| two years ago, places its emphasis on savings by enabling the 
employes to purchase common stock of the company at 15 % 
‘below market price or preferred stock at 714% discount, in 
» addition to arranging for payroll deduction purchase of U. S. 
Savings Bonds. 

In addition, the company makes available to employes, as 
part of its employe education program, a series of nine classes 
: on ‘“The A B C of Securities,” and to date, 140 employes 
“have participated in the classes which are restricted to 20 
' members at one time, in order to promote informal discus- 
“sions and full participation by all attending. It is reported 

at the emphasis is practical rather than theoretical, with 
“actual stock certificates, income statements and other perti- 
‘nent documents being provided to the members of the class. 
_ The thoroughness of this program forecasts the achieve- 


Offsetting recently expressed concerns about the durability 
of the housing boom, particularly its role as a support for our 
prospering economy, is a recent forecast by Dr. George Cline 
Smith, economist of F. W. Dodge Corp., New York, before 
the annual meeting of the Producers’ Council, Inc., in De- 
troit. During the next ten years, according to Dr. Smith, at 
least $600 billion will be poured into new construction and 
the purchase of building material. Approximately one quar- 
ter of that sum will be spent on building repairs. 

The forecast is conservative, in his opinion, because “it 
does not anticipate any construction boom, but merely normal 
growth to keep up with our present expansion and growing 
population. 

“In the next ten years, our population increase should be 
greater than the present combined populations of Canada 
and Australia. . . . But growth is not the only factor. Our 
people are traditionally restless, and they will continue to 
move about.”’ 

Dr. Smith forecasts little over-all difficulty in financing 
this vast expansion if the nation’s fiscal affairs and credit 
management are handled with reasonable prudence, but he 
does admit the possibility of occasional periods of credit 
stringency as the nation undertakes this building program, 
which will include an estimated 1.2 to 1.3 million new 
homes during the decade ahead. 

One further reassuring point is Dr. Smith’s explanation 
that his forecast ‘‘does not envision a depression or a major 
war’ because there appears to be “‘little basis for expecting 
either.” 


Less Reduction, More Retirement? 

Describing the popular reaction to the encouraging mid- 
year report of the federal budget as one that carries undue 
emphasis on tax reduction rather than debt retirement, The 
Guaranty Survey, published by Guaranty Trust Company of 
New York, states that many of our fellow citizens appear to 
wish to parody Pinckney’s historic words so that they will 
read ‘Billions for tax reduction, but not one cent for debt 
retirement.” 

But despite the “cold war,” and despite the tax burden, 
the bank’s economic letter declares that “‘it is important for 
the people never to forget that, as taxpayers, they are carry- 
ing a heavy load of debt, which is a not inconsiderable part 
of the high cost of government. Real progress in debt re- 
tirement will probably have to await a substantial reduction 
in other governmental costs. Even small progress, however, 
would be better than none, and there could be no more logi- 
cal time to make a start than a time of business boom when 
inflationary pressure is threatening to gain the ascendancy.” 

—PAUL HAASE 
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These Business Tools Stress Motion-Economy 


Remington Rand continues in the forefront of the trend to 
motion-economy in American business. This is reflected in the 

design and development of these 4 products, each of which have H ( 
motion-economy features built in. One of them, all of them, 
may save money for you! Write Room 2216, 

315 Fourth Avenue, New York 10. Al 
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How Some Companies 
Are Planning and Controlling 
Their Operations 


John V. van Pelt Ill 


: ig PLANNING of a business operation 
in accordance with established princi- 
ples is the essence of scientific manage- 
ment. This is the antithesis of the old-line 
type of management wherein an individ- 
ual sat down and outlined a program and 
assumed that he had visualized all possible 
contingencies. From that point forward 
he would sell his program to his colleagues 
in the enterprise or else ram it down the 
throats of the organization. In the old-line 
operation, information might be requested 
of other functional areas of the business, 
but all too often the requested data were 
purely those which would be corroborative 
evidence as to the soundness of the de- 
sired program. Scientific management to- 
day rests on coordination of all functions 
of the business and the primary purpose 
of patterns that will insure management 
planning revolves around the mechanics 
of guaranteeing full coordination. 


ESTABLISHING GOALS 

Companies which have studied manage- 
ment planning with an intention of pro- 
ducing a scientific result, all seem to start 
with or soon get into the establishment of 
goals or objectives. Such goals or objec- 
tives are of themselves part of a broad 
over-all plan. Planning of subsequent op- 
erations should be within the framework 
of these goals or objectives or else the 
goals or objectives should be revised. In 
My own company we have been conscious 
of the need for expansion and we recently 
sat down to determine the directions in 
which we should expand. However, the 
first discussion that we had dealt with an 
outline of what fields we wanted to be in. 
We think this is important so that we will 
not find ourselves scattering our shots in 
areas where we do not think that we have 
the necessary skills. 


XUM 


Our next step will be to define the re- 
turn that we wish to make down the road 
so that we may have a test as to the accept- 
ability of new ideas that are developed. 
All this tends to keep our management ef- 
fort on the beam. Don’t get me wrong. 
We may change these objectives at any 
time in the future, but, if we do, we will 
do it because conditions have changed. 

So far my comments have dealt almost 
entirely with the word “planning.” I con- 
centrate on planning at the outset because 
as I previously indicated planning is in- 
herent in the undertaking of any business 
operation. However, we cannot forget that 
to be effective a planned program must 
also have its control aspects. In any sound 
systems these two elements—planning and 
control—are inextricably interwoven. 

My intention is to tell you what some 
companies do in the field of planning and 
control. In practically no instances will I 
be speaking of the function of the con- 
troller when I describe the cases, so I 
think it better to indicate at this point 
where the controller fits into the picture. 


THE KEY FIGURE 


To begin with, the controller should be 
the key figure in control. The planning 
program without sound control is like a 
ship without navigational instruments. 
Such a ship would know its planned des- 
tination and time of arrival, but would 
have no information as to the impacts of 
the winds and tides on its progress toward 
its goal and the corrections required to get 
back on the course. Control tools will tell 
us where we are in relation to our business 
voyages. 

We should be looking to the controller 
or, perhaps as is done in some organiza- 
tions, to a staff group that is performing 
one of his functions, to exercise the con- 
trol function in the field of planning and 
control. 

The term “control” has connotations 
which revolve around three basic criteria. 
These are measurements of progress to- 
ward the objectives of the plan, evaluation 
of the continued soundness of the planned 
program in the light of conditions as they 
evolve and, lastly, the provision for sig- 





JOHN V. VAN PELT Ill, controller of Kendall Company, 
Walpole, Mass., is chairman of the National Committee on 
Management Planning and Control of Controllers Institute of 
America and a member of the Tax Committee of the ACMI, 
the National Association of Cost Accountants, and the 
American Institute of Accountants. Prior to joining Kenda’ 
in 1948, he was chief accounting officer of the Federal 
Water and Gas Corporation (1940-1943) and in 1947, fol- 
lowing Navy service, he accepted the position of research 
assistant to the comptroller of the C & O Railroad Company. 
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nals by which we can be alerted to the 
necessity for alterations in the plan. There 
is no need to go into any long discourse 
on the mechanics by which control over 
plans is maintained because these are gen- 
erally familiar. They are fundamental in 
the proper administration of a controller's 
function. 

Apart from the area of control, the con- 
troller may also have a very important 
place in the field of management plan- 
ning. He may well enhance his stature in 
the corporate enterprise by selling the 
planning concept to begin with. It is my 
personal feeling that this is a field in 
which too many of us fail to exercise in- 
genuity when we have a head start over 
substantially all our colleagues in the busi- 
ness enterprise. 

We are not burdened by some of the 
functional interests of production people, 
whose fundamental desire is to produce 
goods, or marketing people, who wish to 
sell goods, or any of the other myriad spe- 
cialists with which a modern corporation 
is studded. Each of these specialists is tied 
to a particular area of the business and, 
perforce, is pressured by human motiva- 
tion to project his field of operation to the 
forefront, more often than not to the det- 
riment of the interests of other functions. 

While the controller has many func- 
tional interests in the fields of taxes, in- 
surance and the like, they are of a nature 
which, in my opinion, can permit the man 
with a broad appreciation of the needs of 
the business to be more objective in pro- 
viding for the interests of the company as 
a whole. 

The controller has another essential 
function in the field of management plan- * 
ning in that he furnishes the data around 
which planned programs are developed.: 


























Data accumulation and availability is a re- 
quirement in planning for the future. 
Moreover, control over prior projects fur- 
nishes the basis for measurement of the 
probability of success with respect to fu- 
ture plans. 

I can envisage the possibility that the 
controller might be established as a co- 
ordinator of all the planning functions of 
a business. However, let me utter a word 
of caution at this point. The coordinator 
of a business must, in my opinion, be sep- 
arated from all functional operations un- 
less such coordination is effected by the 
organization of the line management. 


ORGANIZATION 

Now let us take a look at some of the 
things that have been done in industry in 
an effort to provide for sound management 
planning and control. I believe I am cor- 
rect when I say the first attack on this 
problem has been made in the field of 
organization. Every company that I have 
studied has started off by laying out or- 
ganization charts and examining the im- 
pacts of motivation upon people. The 
soundly conceived organization plan is the 
primary essential in the management plan- 
ning and control story. 


The Cleveland Electric Illuminating Co. 

I have been impressed with an exposi- 
tion put out by the Cleveland Electric Il- 
luminating Company as part of its super- 
visory training program, which is entitled 
“The Principles of Organization.’ This 
document is one of four interrelated pro- 
grams prepared for presentation by dis- 
cussion leaders to company supervisors. 

Let me outline the principles of organ- 
ization planning which are touched upon 
in this document: 






































“They won't be in! You fired all but me at the office party!” 
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1. The principle of clearly stating the 
objectives of the company. 

2. The principle of clear statement of 
responsibility. 

3. The principle of specialization. 

4. The principle of proper span and 
depths of control. 

5. The principle of balance; namely, 
the allocation to each element of the com- 
pear of direction, supervision, status and 

udget authorizations in direct ratio to its 
contribution of the business. 

6. The principle of line and staff sepa- 
ration. 

7. The principle of avoiding use of as- 
sistants and assistants-to. 

8. The principle of segregation of staff 
elements in the line organization. 

9. The principle of decentralization. 

10. The principle of commensurate au- 
thority and responsibility. 

11. The principle of responsibility. 

12. The pginciple of coordination. 

13. The priuciple of organization chart- 
ing. 

4 The principle of uniformity of 
nomenclature. 


It seems pretty clear from reading this 
document that in the organization of the 
Cleveland Electric Illuminating Company 
the staff function does not do the plan- 
ning. It serves only to counsel, advise and 
assist the line and it is the line that has 
the responsibility for promoting and co- 
ordinating the plans of the organization. 


General Electric Company 


A discussion of management planning 
and control at General Electric Company 
was featured at the 1954 Annual National 
Conference of Controllers Institute and 
subsequently expanded and editorially co- 
ordinated for publication by Controller- 
ship Foundation, the research arm of the 
Institute.1 

At General Electric the line is com- 
pletely responsible for all planning op- 
erations. One might ask, “How do they 
get co-ordination?” This is effected by the 
understanding that appraisals of perform- 
ance will be made with a resultant impact 
on the motivations of the people involved. 

It is my understanding that at General 
Electric two points are impressed upon 
management personnel. In the first in- 
stance General Electric has groups of spe- 
cialists organized into services divisions. 
To many of us these divisions might be 
termed staff but I have been told that the 
management does not admit that there is 
any staff in the company. 

However, we do not need to quibble 
about semantics. The important point is 
that these specialists are the leading spe- 


*“Planning, Managing and Measuring the 
Business: A Case Study of Management Plan- 
ning and Control at General Electric Company,’ 
Controllership Foundation, Inc., Two Pat 
Avenue, New York 16, N. Y. $2.00. ($1.50 to 
members of Controllers Institute.) 
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cialists within the company organization 
in their respective fields. 

The personnel in the services divisions, 
however, are only permitted to advise the 
line operations, and it is clearly under- 
stood that such advice does not involve 
taking credit for programs which are un- 
dertaken. In fact, a man in the services 
divisions, who does any personal horn- 
blowing, will not long remain in the job. 

It is my opinion that this approach, if 
clearly understood, will go a long way to- 
ward eliminating ubiquitous interdepart- 
mental jealousies. 

However, General Electric does not 
stop with an admonishment to the staff. 
Line management must keep the doors 
open throughout the business for ready ac- 
cess at any time by members of the services 
divisions. In other words, even without a 
request from the line, the services per- 
sonnel can search out places where they 
can give advice. The line management that 
fails to follow the open-door policy will 
be relieved and failures in this sector will 
come to light when the man’s performance 
is appraised. 

Here is an example of co-ordination of 
skills built into the organization. While 
the line manager is responsible for all 
short-range plans and is responsible for 
the effectuation of long-range plans, fail- 
ures on his part to insure co-ordination 
among the functional areas of his support- 
ing cast will be brought to light by the 
specialists interested in such fields. More- 
over, on major planning assignments, task 
forces are set up as special study groups 
and comprise both line and service per- 
sonnel. 

To those of us who may have felt re- 
strictions imposed by internal jealousies in 
staff relationships, such a program, if 
promulgated and fully supported by the 
chief executive, presents an excellent 
method of solving the problem. 

It also protects the line management 
from the all-too-prevalent tendency of 
some staff men to try to force themselves 
on the attention of the chief executive by 
sponsoring programs and pushing their 
specialty to the fore. In such an atmos- 
phere, assuming intelligent personnel in 
both staff and line divisions, co-ordination 
cannot help but flourish. 


The Gates Rubber C ompany 


Now let us look at some instances where 
the planning function is dominated by 
those who are essentially in a staff ca- 
pacity. One impressive example of a staff 
Operation serving as the co-ordinator of 
the planning function can be seen in the 
Gates Rubber Company. 

While not one of the big four in the 
tubber industry in the United States, Gates 
is still a very large producer, both in the 
tire market, where I believe its products 
are sold principally in the mail-order trade, 
and in other areas of the rubber industry. 

At Gates there is an office established 
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MANAGEMENT CONTROLS AND THE PROFIT MOTIVE 


Speaking before the 24th National 
Business Conference sponsored by the 
Harvard Business School Association, 
T. O. Yntema, vice president-finance, Ford 
Motor Company, said the profit motive in 
business needs strengthening and “‘a 
proper system of controls focuses the ef- 
forts of management on making profits.” 

“Many executives, I suspect, are not 
quite so interested in making a dollar for 
the business as in making a dollar for 
themselves—especially an after-tax dol- 
lar.” 

‘A system of controls is needed in busi- 
ness because it helps to bring about better 
work, more efforts for improvement, and 
more effective coordination of activities. 
Through systematic forecasts, it reduces 
mistakes. By increasing the possibilities 
of delegation, it frees top-executive time 
for constructive work.” 

He cited the four essentials for an effec- 
tive controls system as: 


under the title of Budget Director and this 
office not only co-ordinates all the long- 
and short-range plans of the company, but 
includes as a related function the estab- 
lishment of product pricing, which is con- 
sidered to be a planning function. 

Some of the aspects of the Gates pro- 
gram have been in operation for over 30 
years and it appears that the company has 
been quite successful. Under the Gates 
theory, the operating people in production 
and sales merely perform the functions of 
manufacturing and marketing but are not 
responsible for the development and co- 
ordination of future plans of action. 


The Ford Motor Company 


The Ford Motor Company has two ex- 
amples of staff co-ordination. At the top 
level of the Ford Motor Company a fi- 
nance group has been established which 
uses financial measures as a means of se- 
lecting projects that will be undertaken by 
the company. It might be interesting to 
spend a moment or so in sketching briefly 
one selective process which is utilized by 
this finance group. 

Ford has established objective rates of 
return on investment, both for the com- 
pany as a whole and for its various divi- 
sions. The objective rate of return is at a 
performance level higher than that which 
has been achieved to date and the future 
point at which attainment will be achieved 
is somewhat indefinite. 

However, the basic premise states that 
no project will be undertaken, except 
when it is vital to the servicing of the busi- 


1. Leadership and active participation 
of top management; 

2. The establishment of profit centers if 
the business is large and complex; 

3. The use of business projections as a 
management tool; and 

4. The employment of a highly com- 
petent controller and staff. 

Mr. Yntema said “the manager of each 
profit center should have responsibility 
and necessary authority to operate his di- 
vision as a separate business, subject only 
to the general guidance from broad com- 
pany policies and, on critical decisions, re- 
view by top management.” 

He said the advantages of the profit cen- 
ter are that “it increases the proportion of 
important executives charged directly with 
the responsibility of making a profit, it re- 
duces in size and complexity the individual 
profit-making unit, and it brings the profit- 
making manager closer to actual opera- 
tions.” 


ness, where the objective rate of return 
will not bring the over-all operations to- 
ward the company-established objective. 
Assuming validity in all estimates of re- 
turn on investment for each project, the 
company cannot help but improve its 
profit position in the direction of its ob- 
jectives. 

I have been told that projects which 
show a rate of return below some fixed 
minimum will have no chance of accept- 
ance at all. Projects showing a rate of re- 
turn between this minimum and the ob- 
jective rate are subject to careful scrutiny 
as to the bona fides of the servicing need 
to be filled. 

Let me touch upon two questions that 
occur to me in appraising the probable 
attainments of this selective process. First, 
it has never been clear how these pro- 
grams which I term, for want of a better 
word, as being of intangible benefit (such 
as installation of employe facilities, beau- 
tification of property, panelling the office 
of the Chairman of the Board) are meas- 
ured in terms of return. In the second 
place, a company could move farther from 
its objective by the forces of competition 
or other economic changes, so that this 
program is no guarantee of corporate suc- 
cess. 

In the Ford Division of the company 
there has been established a whole series 
of staff groups which are part of the 
short-term planning operation of the divi- 
sion. It is quite probable that the form of 
organization in the Ford Division is pe- 
culiar to the type of industry wherein the 
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model year is the focal point of the entire 
operation. 

While the line function is busy produc- 
ing cars for the current year, these plan- 
ning cells throughout the company are 
working on various phases of the model 
years of the future. The moves through 
the planning cells are, of themselves, co- 
ordinated in accordance with a time sched- 
ule. 

However, let us not assume that these 
staff groups are running the division in 
any sense of the word. They may make 
recommendations on body design, cost, fa- 
cilities and other factors, but these recom- 
mendations are funnelled into the divi- 
sional manager and he makes the final de- 
cisions. 


The du Pont Formula 

At this point I would like to touch 
upon two widely publicized case studies 
to show the distinction between the con- 
cept of planning as opposed to control. A 
document, which created a great amount 
of interest in the subject of management 
planning and control, was one which had 
little to do with the planning concept. 
This was the American Management As- 
sociation booklet that was issued covering 
a du Pont presentation which dealt with 
measurements of performance through the 
route of application of formulae dealing 
primarily with turnover of capital. 

The du Pont formula is an informa- 
tional tool used to permit the Executive 
Committee of the company to get a fix on 
how well the operating managements of 
the company are performing their func- 
tions. Failure to achieve objectives might 
well lead to reconsideration of plans, but 
the origin of the changes in the plans or 


the original plans are not products of the 
du Pont formula. 

This formula is strictly a control device 
as is indicated by the title of the booklet, 
‘How the du Pont Organization Appraises 
Its Performance.” Despite this I have seen 
men copying the du Pont techniques in 
other companies in an attempt to force 
changes in operating programs to produce 
over the short term certain predetermined 
turnover ratios, and thereby cause a reduc- 
tion in over-all profits. 

They have misinterpreted the objectives 
of the du Pont formula and, by so doing, 
impeded rather than improved the per- 
formance of their own company. It is my 
opinion that those who are responsible for 
this type of misinterpretation are gener- 
ally in the financial field. 

To put it bluntly, I suspect that such 
people are motivated by a desire to build 
up an importance in the corporate deci- 
sion-making picture attributable to their 
functional area which will lead to personal 
advancement. This is the very antithesis of 
co-ordination in planning. 


The Koppers Company 

The American Management Associa- 
tion also put on a program wherein the 
Koppers Company outlined its system of 
accumulating data for presentation to the 
top management of the company. Again 
the function performed at Koppers, as de- 
scribed, was a control function. Granted 
it was a control function performed by a 
group outside of the Controller's wy a 
ment, but it did not represent the basic 
planning operation of the company. It was 
purely a check-up on how well the plans 
were being performed. 

There has been a great deal of confu- 





“Bert had a good year financially—I got a job!” 
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sion among the business population as to 
the place that the du Pont and Koppers 
operations occupied in the management 
picture and their purpose. We must bear 
in mind that these were purely control 
tools and were not the planning function. 


THE LIFE OF PLANS 

I think it would be well to make a few 
comments on the life of plans. I think that 
the first point that we should make clear is 
that a plan is not necessarily co-existent 
with the formalized budgeting program of 
a company, though it is equally proper to 
state that any plan that has been reduced 
to figures and will ultimately be used as a 
comparison of performance is of itself a 
budget. 

Plans may be made for a variety of 
lives. Merchandising plans are probably 
made for periods of a year or even less. 
On the other hand, facilities planning 
must be made at least for the period over 
which the facility will pay out, and prob- 
ably should envisage the entire life, from 
an economic standpoint, that the facility 
should be used. Programs covering new 
products should at least cover the period 
of time until the products will pay off on 
their initial investment. 


The Kendall Company 

If you will bear with me, I will touch 
upon some of the programs for planning 
that we have in the Kendall Company to 
give you an idea of their wide variety in 
terms of life and also give you my ap- 
praisal of weaknesses that I feel require 
consideration. I am realistic in contempla- 
tion of changes. A meat-axe approach to 
the revision of methods which have been 
used with apparent success by functional 
groups over a long period might so con- 
fuse the management as to cause deterio- 
ration rather than improvement in the 
atmosphere that fosters management deci- 
sions. However, patience coupled with an 
educational program will ultimately pro- 
duce a desire for correction on the part of 
the decision-makers themselves. 

Let me touch first upon our formal 
budgets. These cover the current calendar 
year and are revised at midyear to go 
through the succeeding calendar year. The 
formal budgets for the current year are 
based upon actual merchandising pro- 
grams, personnel requirements included 
in management of all phases of the busi- 
ness, anticipated sales force coverage, 
stafing of research departments and ap- 
proved maintenance schedules. We have 
a high degree of co-ordination, which is 
achieved by funnelling all statistical data 
through the divisional controllers. The 
forecast at midyear for the succeeding 
calendar year is predicated upon changes 
in direction which are known at the time 
of compilation. We compare actual pet- 
formance periodically against the latest 
budget or revision thereof. I have three 
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fears as to inadequacy in our present pro- 
grams. 

First, we permit over-all financial im- 
pacts to determine the scope of annual 
maintenance programs. This is something 
I would like to cure by changes in ac- 
counting procedures, on the grounds that 
it would leave the operating people free 
to run their end of the business with the 
greatest efficiency without upsetting cur- 
rent market appraisals of our securities. 

Secondly, I believe that our method of 
reviewing personnel needs has some tend- 
ency to build structure because depart- 
mental requirements are usually based on 
staffing for new projects rather than re- 
quiring an annual list of all departmental 
projects with a detailed estimate of nec- 
essary personnel applied to each project. 

Thirdly, under the mistaken theory that 
it is sinful to overestimate profits, but it is 
not sinful to be way off the other way, 
there is constant pressure to reduce sales 
estimates and to omit cost benefits at- 
tributable to uncompleted projects. Some 
day the management will learn that use- 
ful profit estimates should strive for ac- 
curacy and not attempt to build in cush- 
ions. In making the plans the management 
should know how much cushion is being 
provided and label it as such. 

Our formal budgets do not control our 
current production schedules. These run 
against a 12-week sales projection which 
is revised every four weeks. My only fear 
in this area is that our sales forecasters 
are prone to be optimistic or pessimistic in 
the light of current sales and are not suf- 
ficiently objective in looking ahead. 

Minor new products or product revi- 
sions require a detailed exposition of 
projected sales, all investment (in physi- 
cal terms) and cost factors with gross 
profit computed for three to five years 
ahead. Reviews of performance are made 
by divisional managements at increasing 
intervals of time to determine perform- 
ance against objectives and the need for 
corrective action. In proposing the orig- 
inal program to its management, one of 
our deatiens requires a detailed explana- 
tion of the contacts made with each in- 
terested function of the business. 

Major new product programs require 
a far more comprehensive study and are 
carried down to a point where there will 
be an accumulated merchandising profit. 
However, we do not compute a payout in 
tespect of the full investment, including 
tesearch, at this time, on the theory that 
the research investment represents a sunk 
cost. 

Bear in mind that at the time the re- 
search program moved from the basic to 
the product application stage, studies had 
been undertaken, though I am not pre- 
pared to vouch for their ultimate accuracy, 
as to probable market potential. Our plans 
include a fairly complete determination of 
cost of merchandising programs through- 
out the planning period, with facility re- 
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“Eventually, when we can afford it, I’ve got 
my heart set on wall to wall flooring!” 


quirements costed out, and a study of im- 
pacts on any related elements of the busi- 
ness. 

While we make comparisons of per- 
formance against the original plan, I have 
personal reservations as to our flexibility 
in altering plans, because we do not co-or- 
dinate adequately sales forecasts in our 
formal budgets with the original sales 
forecasts included in the major new prod- 
uct programs. I hope that we may educate 
our functional managements to do better 
in this regard. 

Major facilities programs are predicated 
on long-range merchandising require- 
ments that carry us through a pay-out pe- 
riod. Construction expenditures and op- 
erating costs are made in great detail. On 
major projects we usually establish a task 
force to make the studies, so that we have 
a proper representation of all interested 
functions. : 

The primary problem in obtaining the 
correct answer lies in the danger of having 
the production people, whose primary em- 
phasis lies in the direction of lower manu- 
facturing cost, assuming leadership on a 
facilities program to the extent of forcing 
a biased interpretation of long-range sales 
forecasts. 

In all our planning operations we are 
far from finding the right answer on 
what to do with marginal business which 
has been in the line for long periods, but 
which is losing market position. Probably 
this is due in part to a failure to measure 
long-range return on investment and to 
set minimum returns which we are willing 
to accept. 

At this point I would like to digress 
for a moment, in order to interpret for 
you published matter which might other- 


wise tend to confuse those who are seeking 
methods of scientifically managing their 
business. 


TOP DECISIONS 

Some of you may have read an article 
in the March 1955 issue of Fortune en- 
titled, “The Subtleties of Delegation.” 
Perrin Stryker, the author, wove his story 
around some case studies that he had made 
on organization planning. The case ma- 
terial had apparently been obtained from 
consultation with top executives in several 
companies. 

It seems to me that the article draws 
the conclusion that companies, in general, 
permit inconsistencies to exist between an- 
nounced and actual programs for the de- 
centralization of decision-making. How- 
ever, in my analysis of the article, it seems 
to me that Mr. Stryker points up the basic 
essentials that I have been trying to talk to. 

I may be somewhat rash in taking ex- 
ception to certain quotes-of top executives 
of the companies studied, but I feel that 
they are so fundamental to this whole 
matter that we should be sure that they 
are viewed in their correct light. 

In a large corporation today, there are 
comparatively few decisions that are of 
sufficient magnitude to be of interest to 
the “‘top brass.” Granted that these deci- 
sions may individually involve large sums 
of money, they still are not the decisions 
that make or break the company from the 
profit standpoint. 

The bulk of the dollars that flow 
through these major corporate entities are 
involved in innumerable decisions or plans 
of lesser magnitude but it is such plans 


(Continued on page 600) 
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Flood Costs 
And Government Contracts 


Paul M. Trueger 


The series of late summer hurricanes 
resulted in flood damages aggregating mil- 
lions of dollars for which insurance pro- 
tection was virtually unobtainable. No an- 
nouncement has been made to date as to 
the official position of the Government on 
the flood costs incident to government 
contracts which are not recoverable under 
normal insurance coverage. Accordingly, 
the views expressed in this article are the 
personal opinions of the author based on 
past experience and informal exchange of 
thoughts with government officials. 

Inspection of plants, equipment, in- 


COSTS INCIDENT TO FLOOD 


INVENTORIES: 

1. Every effort should be made to iden- 
tify the materials and supplies that were 
lost or damaged beyond repair. The re- 
lated costs, of course, had been entered 
in the books of account so that pricing 
such inventories will present relatively 
few problems. 

2. The costs of rehabilitating inven- 
tories which can be restored to usable con- 
dition should have been identified and ac- 
cumulated in separate accounts. In the 
many instances in which this procedure was 
not considered in the stress and strain of 
the storms’ aftermath, the required rec- 
ords will need to be reconstructed, em- 
ploying available cost information to the 





ventories and records of concerns who 
have suffered flood damages, and confer- 
ences with legal, insurance, engineering 
and Defense Department experts, permit 
us to form certain conclusions as to the 
nature of government claims involved, 
and the manner in which the claims should 
be presented. The discussion which fol- 
lows treats of the types of costs which have 
been incurred as a result of the floods, 
the accounting records and analyses re- 
quired to support presentations to the 
Government, and the method of submit- 
ting claims. —THE AUTHOR 


extent possible, supplemented by carefully 
developed estimates. To assist in the ac- 
cumulation of costs of rehabilitating in- 
ventories, we offer certain typical expen- 
ditures incurred in actual cases. 


a. Inspection—All inventories which 
were not swept away by the floods, or 
which were not in an obviously un- 
usable condition, underwent inspection 
to determine their economic repairabil- 
ity or salvage. 

b. Segregation—Labor was expended 
in segregating the usable from the non- 
usable stock. 

c. Disposal—The stock which was 
determined to be impossible or imprac- 
tical of salvage had to be removed from 
the premises. Costs were also incurred 
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incident to its disposal, either by the 
contractor's employes and trucks or 
through payments to salvage concerns. 
The total of all such costs, less salvage 
returns, if any, should be determined. 

d. Washing, Brushing, Cleaning, etc. 
—After the salvageable inventories 
have been identified and segregated, 
work begins to restore them to usable 
condition. Depending of course on the 
nature of the materials, various opera- 
tions were required, including washing, 
brushing, cleaning, oiling, etc. 

e. Repairing—Many parts and com- 
ponents require extensive repairs. This 
work was variously performed by the 
contractors’ own employes or was 
shipped out. 

. Testing—Raw materials, compo- 
nent parts, work in process and finished 
goods all required, in increasing de- 
grees, substantial testing to assure their 
suitability for the purposes originally 
intended. In some instances, the costs of 
testing aggregated very large amounts. 
Purchased parts, after all of the clean- 
ing and repairing, often required ship- 
ment back to vendors and subcontrac- 
tors for testing by machines and meth- 
ods not available at contractors’ plants. 

g. Sorting—When the usable inven- 
tories had been determined, and all 
the work necessary to place them back 
into manufacturing condition had been 
completed, much work was needed to 
sort them and place them back into bins 
so as to provide once more a logical 
manufacturing layout. 

h. Clerical Work—Experience _ has 
proven that the clerical work which is 
attributable directly to rehabilitating in- 
ventories as a result of the flood dam- 
age was substantial. Many contractors 
were forced to incur many overtime 
hours of work in an effort to expedite 
their recovery. Where records were 
damaged, there was the need for recon- 
struction, preparation of new inventory 
cards, timekeeping for the work pet- 
formed in connection with rehabilita- 
tion operations, and much miscellan- 
eous clerical work. 


3. Some contractors experienced large 
losses in inventories swept away by the 





storm: 
dispos 
damag 
materi 
rectly 
stroyes 
as a SE 


PLAN’ 
1 es 
damag 
cable t 
charge 
ment 
cordan 
ing pr 
applica 
were fp 
govern 
low, w 
chargez 
tracts. 
monly | 
work f. 
costs a 
tracts o 
2. 
listed u 
regatins 
cleanin; 
clerical 
plant ai 
tion shc 
tions -0: 
were pti 
again, a 
and ac 
closely s 
to supp 
expendi 
specifica 
consider 


a; 
obviot 
sultin, 
out of 
work 
easily 
perfor 
ployes 
need | 
and it 
incidet 

b. ¢ 
ery an 
which 
quired 
repaira 
of harc 
in ord 
tion. ( 
firms v 
in repa 
the bs 
vendor 
importi 
tor’s OV 
supplie 

c Re 
Equipn 








the 
or 
rns, 


age 


etc. 
ries 
ted, 
ble 
the 


ing, 


om- 
‘his 
the 


was 


po- 
hed 


neir 
ally 
5 of 
nts. 
-an- 
1ip- 
rac- 
oth- 
nts. 
ren- 

all 
ack 
een 
| to 
ins 


ical 


has 
h is 


tors 
ime 
dite 
yere 
‘on- 
rory 
pet 
lita- 
lan- 


irge 





storms and in inventories that had to be 
disposed of because of the substantial 
damage by the waters. All purchases of 
materials and parts, which were made di- 
rectly to replace inventories lost or de- 
stroyed, should be separated for inclusion 
as a separate cost to government contracts. 


PLANT AND EQUIPMENT 

1. The inventory costs incident to flood 
damages, discussed above, when appli- 
cable to government contracts, should be 
charged directly thereto. Plant and equip- 
ment costs fall into two categories, in ac- 
cordance with generally accepted account- 
ing principles. In one category are costs 
applicable to tools, machinery, etc., which 
were purchased for and used directly on 
government contracts. Costs discussed be- 
low, when applicable to this category, are 
chargeable directly to government con- 
tracts. Plant and equipment used com- 
monly for government contracts and other 
work fall into the second category. These 
costs are chargeable to government con- 
tracts on a pro rata basis. 

2. Most all of the typical expenditures 
listed under inventories—inspecting, seg- 
regating, disposal, washing, brushing, 
cleaning, repairing, testing, sorting and 
clerical work—are equally applicable to 
plant and equipment. Careful considera- 
tion should be given to all these classifica- 
tions of costs inasmuch as expenditures 
were probably made but not isolated. Here 
again, actual costs should be screened out 
and accumulated where possible, and 
closely supported estimates should be used 
to supplement the amounts where actual 
expenditures are not discernible. More 
specifically, the following items should be 
considered : 


a. Cleaning Out Plant—The most 
obvious operation generating costs re- 
sulting from the flood is the cleaning 
out of the mud, debris, etc. Where this 
work was contracted out, the costs are 
easily determinable. If the work was 
performed by the contractor's own em- 
ployes, accumulating all of the costs 
will be more difficult. Every effort will 
need be made to compile all the direct 
and indirect labor and material costs 
incident to this large task. 

b. Cleaning and Repairing Machin- 
ery and Equipment—All the facilities 
which were exposed to the elements re- 
quired inspection to determine their 
repairability. In some instances, a lot 
of hard work had to be done in cleaning 
in order to put the machines in condi- 
tion. Other times, mechanics of the 
firms worked the clock around for days 
in repairing and replacing parts. Often 
the machines required shipment to the 
vendor for major repairs. Again, the 
important costs are those of the contrac- 
tor’s own employes where the time and 
supplies involved were not segregated. 

c. Replacement of Machinery and 
Equipment—The facilities found to be 
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“Do you have something larger? | get quite a few bills” 


beyond restoration were disposed of, 
sold for scrap or used as trade-in on 
new machinery. The costs involved here 
are easily identifiable. 


Down-TIME: 

1. Firms suffering flood damage ex- 
perienced varying periods of time of work 
stoppage, ranging from a lucky few who 
were able to swing back into production 
within a short time to those who still face 
long periods before the wheels can spin 
again. All the variable expenses, of the 
nature described in the previous para- 
gtaphs, should be charged directly to 
specific production to the degree possible. 

2. An additional consideration is the 
continuation of fixed overhead during the 
period in which the plant is being readied 
to resume production. The costs involved 
include rent, depreciation, taxes, insur- 
ance, fixed supervisory salaries, fixed gen- 
eral and administrative expenses, corpo- 
rate expenses, etc. The problem of recov- 
ery of fixed overhead expenses under gov- 
ernment contracts during periods of work 
stoppages has been under considerable 
controversy for many years, particularly 
in connection with strikes. In the most 
recent authoritative ruling on this subject, 
the Army Judge Advocate General per- 
mitted a contractor to recover against an 
Army contract, a pro rata portion of fixed 
overhead incurred during the period of 
work stoppage caused by a labor dispute. 
On this precedent, it would appear en- 
tirely plausible that fixed overhead in the 
period of work stoppage resulting from 
floods will be similarly considered. 


ACCOUNTING RECORDS 

In the foregoing discussion of costs in- 
cident to floods, constant emphasis was 
placed on the need to screen and identify 
expenditures made specifically for con- 
tracts. All the direct labor, materials and 
supplies expended on inventories, special 
tools and equipment should be thus ac- 
cumulated and charged right to the job 
orders. In this connection, too, there will 
be, in many instances, new or additional 
starting load costs—training of workers, 
etc. These expenses should be accumulated 
on the jobs as in the instances of normal 
initial starting load costs. 

Rehabilitation costs incident to plant 
and equipment requires analysis to segre- 
gate capital charges from expenses. Nor- 
mal, conservative accounting principles 
should be applied, based upon which 
costs will be charged to asset accounts or 
to overhead, as appropriate. 


GOVERNMENT CONTRACT CLAIMS 

As noted at the outset of this article, 
the official position of the Government 
relative to granting relief to defense con- 
tractors who were victimized by the flood 
has not been announced. Pending deci- 
sions in this matter, we offer the following 
suggestions: 

Where contracts are held which are sub- 
ject to price redetermination, costs inci- 
dent to floods, as described in the preced- 
ing pages, should be charged thereto up 
to the limit of the ceiling price. In the in- 
stances of terminated contracts, the men- 


(Continued on page 599) 
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Break-Even Analysis 
For Cash Forecasting 


Jim G. Ashburne 


ale ANALYSIS has proved a handy device for orderly 
forward thinking in terms of profit. Either the graphic or 
arithmetic process permits the analyst to study the probable ef- 
fects of change in single financial factors, or combinations of 
them, on profit. Most of the experimentation with the technique 
has been to illuminate the relationship of costs and revenues to 
operating profit, as it is normally computed for financial account- 
ing. The technique has been applied to balance-sheet items to 
enable inference of capital requirements to be drawn.1 

A common practice in forecasting the financial status of a 
business as of a future time and the result of expected operations 
for a future period is to draw up a pro-forma income statement 
and work back from it to a statement showing the estimated 
cash receipts, payments, and ending balance. The profit break- 
even computation or graph can likewise be adjusted to reflect 
expected receipts and payments and (by subtraction) the ex- 
pected ending balance of cash as of the end of a forecast period.? 

Some advantage is gained by computing or demonstrating the 
cash break-even analysis on a basis similar to the conventional 
profit break-even analysis instead of limiting its validity to a 
particular set of circumstances or period of time. 

Conventional break-even analysis and charting reduce to their 
simplest terms data and factors which are complex and subject 
to many external influences, to begin with. In addition, the 
analysis is a projection into the future and for that reason falls 
heir to still more suspicion and a wider margin of error. Even 
so, the values from use of the technique cannot be denied. 

For demonstrating profit probabilities, revenues are conceived 


*See Gardner, Fred V., Profit Management and Control, McGraw-Hill. 
? See Eiteman, The Controller, June 1951. 





DR. JIM G. ASHBURNE is associate 
professor of accounting at the Univer- 
sity of Texas, where he teaches a sem- 
inar in controllership. He is co-author 
of a book, “Financial and Administra- 
tive Accounting,” designed to foster 
more thorough understanding of ac- 
counting by managerial users of ac- 
countant’s services and a better ap- 
preciation of controllers on the part 
of their own organization's executives. 
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of as net operating revenue, or sales. Costs and expenses reco;’ 
nized for break-even analysis are operating costs and expense 

Furthermore, the effect of beginning and ending balances is ex 
cluded by the underlying assumption that all production is sol. 
or that beginning and ending balances remain the same. Th 
final analysis is a description of the typical cost-revenue relatior- 
ship of the particular enterprise and is presumably applicable tc 
any period. 

Conventional break-even analysis is predicated on the assump 
tion that costs and expenses which are recognized for accounting 
purposes can be classified into two categories: (1) those whose 
amount is not at all influenced by the level of activity in the short 
term and within the expected range of activity and (2) those 
whose amount is a function of activity, increasing or decreasing 
in the same direction and in the same proportion as activity. Thi’ 
classification is admittedly imperfect but useful; the classifica- 
tion can be done with fair accuracy by correlation, and, in some 
cases, by subjective analysis of ledger accounts. 

If break-even technique is to be applied to cash probabilities 
rather than profit probabilities, the comparable computation or 
graphic presentation would be the simplest statement of dynamic 
relationships of cash flow and level of activity. The basic as- 
sumptions in addition to those underlying profit break-even 
analysis would be that 

a. all sales are cash sales; or that reliable factors for convert: 
ing realized sales into cash receipts can be derived from historical 
records. 

b. all costs and expenses which represent cash outlays are paid 
currently, or that experience factors can be derived to convert 
such costs incurred to cash payments. 

The only adjustment to be made to the sales line on the con- 
ventional break-even chart is for failure to collect because of 
discounts or uncollectible accounts. When reference to detailed 
experience is not possible, the allowance for bad debts may be 
used as the factor to allow for noncollectibility. If this allowance 
is computed on the basis of sales, it can be assumed to represent 
the average experience of the business. The slant of the sales line 
is lowered to allow for noncollection, and the adjusted line be- 
comes the cash receipts line. Adjustment for collection lag could 
be made in the same way. 

The total cost line on the profit break-even chart includes all 
operating costs and expenses. For cash break-even purposes 4 
distinction must be made between those costs and expenses which 
require the current outlay of cash and those which do not. Gen- 
erally, variable costs and expenses can be regarded as cash items, 
although exceptions will be discovered if variability has been 
measured by correlation. The bulk of noncash costs will be found 
among the nonvariable expenses, nevertheless. Conversion of 
total cost to cash payments would require that the slant of the 
line be adjusted for any variable noncash items and that the en- 
tire line be lowered in the amount of the nonvariable noncash ex- 
penses. 
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Conventional Profit Break-even Chart 
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The revised sales line and total cost line now represent cash 
receipts and cash payments which may be expected at any given 
level of activity, granted the underlying assumptions. By altering 
one or both of the lines any circumstance other than those as- 


To determine the profit break-even, arithmetically or graph- 
ically, costs and expenses must be separated into variable and 
nonvariable categories. 

















; i = Sal t 500,000 100.0% 
sumed can be studied, and its effect on cash break-even and cash ~** = $ 
balance approximated. Variable cost of sales $300,000 60.0 
For purposes of illustration, assume that the following con- Variable operating expenses 62,500 12.0 
densed operating statement reflects the typical experience of Ee or senues wale 
Company A: 
. Marginal revenue $137,500 27.5 
gh get ae Se eee yey Nonvariable costs and expenses 89,500 
icies opie $200,000 Net operating profit $ 48,000 
Operating expenses (including $62,000 depreciation, (Continued on next page) 
$2,500 bad debts) 152,000 
Net operating profit $ 48000 THE CONTROLIER. ....... scence DECEMBER 1955 
579 








Profit break-even is calculated from the relationships disclosed 
by this statement. Out of each dollar of sales 27.5 cents is yielded 
to offset a part of nonvariable costs. The amount of nonvariable 
costs to be absorbed is $89,500, regardless of the level of activity 
—by definition. The amount $89,500 is 325,454 times 27.5 
cents; so sales would have to be $325,454 to provide just enough 
marginal revenue to offset total nonvariable costs and leave no 

rofit. The break-even point is $325,454. This computation can 
- proved mathematically and demonstrated graphically (Fig- 
ure 1). 

To convert profit break-even to cash break-even, the statement 
must be recast once more to recognize the added distinction be- 
tween cash and noncash costs and expenses. 














Sales (net of returns, allowances, discounts) $500,000 100.0% 
Less allowance for noncollection 2,500 0.5 

Expected cash receipts $497,500 99.5 
Cash costs and expenses: 

Variable cash cost of sales $300,000 

Variable cash operating expenses 60,000 360,000 72.0 
Margin of receipts $137,500 27:5 

Nonvariable cash costs and expenses 27,500 
Net cash receipts $110,000 
Memorandum only: 

Noncash expenses 62,000 

Reported net operating profit $ 48,000 


The interpretation of the income statement presented in this 
way (Figure 2) is as follows: Out of every dollar of sales there 
is a margin of cash received over variable cash outlays of 27.5¢. 
The nonvariable cash outlays required at all levels of activity 
amount to $27,500. Using the same arithmetic as with profit 
break-even, sales would have to be $100,000 to provide enough 
marginal receipts to equal $27,500. The cash break-even is 
$100,000 of sales. This point can be proved the same way that 
profit break-even is proved: 














Sales $100,000 100.0% 
Uncollectible 500 0.5 
Expected receipts $ 99,500 99.5 
Variable cash outlays 72,000 72.0 
Margin of receipts $ 27,500 27.5 
Nonvariable cash outlays 27,500 
Net cash receipts -0- 
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Beyond $100,000 sales, the 27.5¢ cash margin out of every 
additional dollar of sales increases cash balance. This can be 
shown by referring to the original data used as an illustration. 














Sales $500,000 100.0% 
Uncollectible 2,500 0.5 
Expected receipts $497,500 99.5 
Variable cash costs and expenses 360,000 72.0 
Cash margin $137,500 27.5 
Nonvariable cash costs and expenses 27,500 


Net cash receipts $110,000 
——SSS 


$400,000 of sales above the cash break-even point, each dollar 
providing 27.5¢ cash balance, would add up to $110,000. 

Just as the profit break-even analysis is the basing point for the 
contemplation of all assumed variations in expectations or in- 
tents, so is the cash break-even the basing point for the study of 
any assumed change in assumption or circumstance affecting cash. 
For example, if present balances of net receivables and accrued in- 
comes and cash amount to $85,000, and if the expected sales vol- 
ume is $500,000, the forecast cash balance for the end of the 
period is $195,000. Assumption of beginning balances of payables 
and accrued expenses would reduce the forecast cash balance. As- 
sumed ending balances would have the opposite effect on receipts 
and payments. Assumed capital expenditures would require ad- 
justment of the payments line. Planned borrowing or issue of 
equity shares would be an addition to forecast receipts. 

Changes in nonvariable cash costs and expenses would have 
the same effect on net cash receipts and cash break-even as do 
changes in nonvariable costs and expenses on operating profit 
and profit break-even. A reduction of nonvariable cash costs will 
provide an equal dollar increase in net cash receipts and will 
reduce cash break-even by the same percentage as nonvariable 
costs are decreased. The effects of assumed changes in variable 
cash costs and selling prices will be parallel to their effects on 
profit and profit break-even. 

By extending the break-even technique to cash, decision- 
making management can avail itself of convenient tools for 
estimating and visualizing probable effects of alternative courses 
of action or anticipated conditions on cash position as well as on 
profits. The alert controller will see to it that his management 
has such a tool available for planning sessions. 
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ANNUAL BANQUET IN THE PACIFIC BALLROOM OF THE HOTEL STATLER ON TUESDAY EVENING AT WHICH ROBERT E. GROSS ADDRESSED THE GUESTS 


A PHOTOGRAPHER AND A REPORTER LOOK AT 


the 24th Annual National Conference 


OF CONTROLLERS 


LECTRONIC SYSTEMS, management 
E planning and control, tax administra- 
tion and preparing for expansion were 
among the major topics at the 24th An- 
nual National Conference of Controllers 
Institute of America, which was sponsored 
by the organization’s Los Angeles Control. 
The event—first to be held on the Coast 
since 1949—also included 14 industry 
conferences devoted to financial manage- 
ment problems confronting various busi- 
ness fields. More than 1250 Institute 
members and guests attended the gather- 
ing, which took place in the Hotel Statler. 

A panel of executives from the Bank of 
America, San Francisco, discussed man- 
agement planning and control at the 
opening general session, on November 7. 


RIGHT 


Institute officials meet with Robert E. Gross, 
president of Lockheed Aircraft Corporation, just 
before he spoke at the annual banquet. Left to 
right: Vincent C. Ross, past president of the 
Institute, 1950-1951; Edmund L. Grimes, past 
president, 1952-1953; Rodney S. Durkee, past 
president, 1935-1936; C. E. Jarchow, past presi- 
dent, 1947-1948; Mr. Gross; C. R. Fay, current 
chairman of the Board of Directors of the In- 
stitute; J. McCall Hughes, president, Controller- 
ship Foundation, 1955-1956; George W. Schwarz, 
immediate past chairman of the Board and past 
president of the Institute, 1953-1954; and Rob- 
ert N. Wallis, president of Controllers Institute. 


PANEL DISCUSSION— 
BANK OF AMERICA 

Frank M. Dana, vice president, opera- 
tions, described the decentralized set-up of 
the bank, which has over 570 branches in 
California. ‘“Maximum local autonomy,” 
he said, “‘can be achieved safely, effectively 
and economically only if there is appro- 
priate planning and control. To be effec- 
tive, it must assure top management that 
its policies are being carried out; to ac- 
complish this economically, it must be 
designed so that it will require the mini- 
mum time of top management and the 
local staff. To achieve such a balance, the 
controls should be such that they spotlight 
only those situations which are worthy of 
top-level attention.” 


INSTITUTE OF AMERICA 


The role of the administrative staff in 
the bank’s management planning and con- 
trol was defined by C. D. Terry, Jr., as- 
sistant vice president. “The largest com- 
ponent,” he said, “is our administrative 
organization. Its major roles include man- 
agement planning and control, business 
relationships and the provision of special- 
ized knowledge and services. Each of the 
administrative units is charged with pro- 
viding branch managers and their staffs 
with functional guidance, counsel and as- 
sistance in accomplishing approved ob- 
jectives. 

“Branch operations, personnel relations 
and administration operations exert a 
strong management control influence. This 
is accomplished through district officers 
who maintain consistent contacts with the 
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ABOVE—ACROSS TWO PAGES 
Seated at the head table at the Monday lunch- 
eon were presidents of local Controls, past pres- 
idents of the Institute, Institute officers, the invo- 
cateur, and Dr. Clifford E. Maser, guest speaker. 


branches. and administrative units. These 
officers check adherence to approved poli- 
cies, practices and procedures. These units 
also have an active role in arranging or rec- 
ommending the procurement and move- 
ment of personnel.” 

The banking company’s controller is in 
charge of planning, including such aspects 
as methods and procedures study, equip- 
ment research, financial and tax research 
and organization planning, according to 
the third member of the panel—Joseph P. 
Williams, Jr., assistant to the controller. 
“The advent of computers and data-proc- 
essing machines certainly represents a 
major segment of the controller's planning 
function. It is our intention to study every 
piece of equipment, large or small, which 
will profit us by reducing costs, simplify- 
ing workflow or improving customer 
service. 

“Rounding out his job as a planner, the 
controller is responsible for organization 
planning. Long-range and interim plans 
are developed mainly for upper-manage- 
ment levels. Through a constant study of 
current specifications which are written for 


TUESDAY LUNCHEON 
a am, 





all top-level executives and committees, 
and through regular exchange of informa- 
tion with leading corporations and fre- 
quent reviews of growth forecasts, we plan 
and recommend changes in management 
structure. The future seems to indicate 
renewed and increasing competition in the 
banking field, so we know that our plan- 
ning efforts must be increased.” 

Dr. Clifford E. Maser, dean of the 
School of Business and Technology, 
Oregon State College, spoke on ‘Practical 
Psychology in Business” at the first day’s 
luncheon. Robert N. Wallis, president of 
the Institute and treasurer, Dennison 
Manufacturing Company, Framingham, 
Mass., presided. 


T. T. ARDEN r,s 
“Preparation for Growth’ was the 
opening topic on Tuesday morning. The 
speaker—T. T. Arden, executive vice 
president, Robershaw-Fulton Controls 
Co., Long Beach, Calif.—emphasized the 
importance of what he called “‘a pattern of 
objectives’ which should be clearly de- 
fined and understood. “I have been 
amazed to observe,” he said, “how many 
corporate entities appear to embrace 
growth without well-defined objectives. 
Industrial history contains an unfortu- 
nately large number of ventures which 
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have grown out of hand and into trouble, 
largely because no clear concept of objec- 
tives has been established. 

“A corporate entity electing to grow by 
lifting its own bootstraps must have an 
adequate research and development pro- 
gram. Inadequate research expenditures 
are a weakness of our industrial structure. 
No plans for growth can ignore the need 
for something to make tomorrow which 
does not exist today. Market analyses are 
also most essential, and herein lies an 
opportunity for substantially more effort 
than is embraced by many corporations 
contemplating growth. Acquisitions and 
mergers must not be discounted, because 
they possess certain attributes normally 
catalogued as ‘known’ as opposed to those 


>» 


which are ‘intangible’. 


THEODORE J. KREPS 

Mr. Arden was followed by Theodore 
J. Kreps, professor of business economics, 
Graduate School of Business, Stanford 
University. While confirming the fact that 
appraisals of the economic scene are justi- 
fiably optimistic, the speaker indicated cer- 
tain weak spots which he urged the audi- 


BELOW—ACROSS TWO PAGES 
Seated at the head table at the Tuesday lunch- 
eon were representatives of other organizations, 
presidents of local Controls, Institute officers, and 
the speaker, T. Coleman Andrews, of Richmond, Va. 
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ence to watch with care. Some of these 
included: 


1. Cleavage in the price structure. Farm 
prices have gone down to 86% of the 
1947-49 base period, while prices of 
industrial products other than food are 
up to 118.7. Net farm income has de- 
clined nearly one third during the past 
four years. 

2. Business investment. In 1929, the ratio 
of gross private domestic investment 
to national income was 18%. In the 
second quarter of this year it rose to 
19%. “One must watch this speedom- 
eter most carefully,” Dr. Kreps 
warned, ‘‘since almost invariably busi- 
ness set-backs start at peaks of stock- 
market prices, business profits and in- 
vestor confidence.” 

3. Consumer borrowing and savings com- 
pared with disposable income. During 
the first six months of 1955, disposable 
personal income increased $11 billion, 

or nearly 4%. Relative to income, the 
amount saved declined from levels of 
nearly 8% to 5.7%—a new low since 
1949. In the 12 months ending August 
31, consumer borrowing went up 18%, 
to a record peak of $33.6 billion. 

4. Jobs hunting workers. Inflation of 
wages, costs and prices starts to simmer 
when a level of more than 95% em- 
ployment is reached. In September, 


only 3.2% of the work force were un- 
employed. This leads to higher costs; 
goods are priced out of the market, and 
the economy falters. 


T. COLEMAN ANDREWS 

Personal performance in the Internal 
Revenue Service increased as much as 40% 
in a year’s time, reported T. Coleman 
Andrews, who resigned as Commissioner 
of Internal Revenue as of October 31. Ad- 
dressing the Tuesday luncheon, he attrib- 
uted much of the gain to a new personnel 
policy which eliminated incompetents and 
recognized ability by promotion to higher 
jobs. 

“The Revenue Service was in very bad 
shape when we took over,” declared Mr. 





ABOVE 


T. Coleman Andrews (center), chairman of the 
Board, American Fidelity Casualty Co., who was 
the Tuesday luncheon speaker, chats with George 
W. Schwarz (left) and Robert N. Wallis (right). 


MONDAY LUNCHEON 


Andrews, who now is chairman of the 
board of the American Fidelity & Casualty 
Company, Richmond, Va. “The service it- 
self was never a corrupt organization. 
Whatever we did was done largely with 
the same people who were there before. 
Fortunately, a good cadre of experienced 
and dedicated people was left.” 

In the process of reorganization, the 
former Commissioner said, 400 of the 
1,500 field offices were eliminated. 

George W. Schwarz, immediate past 
board chairman of the Institute, presided 
at the luncheon. He is vice president and 
general manager, General Products Divi- 
sion, Wyandotte Chemicals Corporation. 


ROBERT E. GROSS 

The guest speaker at the annual ban- 
quet, held the same evening, was Robert 
E. Gross, president, Lockheed Aircraft 
Corporation, Burbank, Calif. He spoke on 
“The Future of Aircraft,” sketching a 
bright future for the nation’s airlines and 
aircraft manufacturers. 

“Commercial airline traffic,’ Mr. Gross 
observed, “has shown a steady and con- 
stant growth over the past 25 years. Every 
survey we can make and find confirms 
this trend for the next 25. The mere in- 
crease in population of 30 millions in the 
U. S. A. alone for the next 20 years is a 
factor strengthening this conviction. 
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MONDAY TECHNICAL SESSION 

“Some 20 years ago, aircraft ranked 
135th among American industries in em- 
ployment, and 169th in sales. Four or five 
years later, during World War II, it was 
the largest industry in the country. Since 
then it has gone down with the end of 
World War IIl—and up, when the Reds 
invaded Korea. But the fluctuations were 
not so violent as most people think. Even 
in 1947—the postwar low for aircraft— 
it was among the first 10 industries. Today 
aircraft and engine manufacturers rank 
second only to the automobile industry in 
employment, and third in sales. 

“Progress has been constantly acceler- 
ating. It took 35 years for an airplane to 
reach 300 miles an hour; ten years to dou- 
ble that to 600 miles an hour, and only 
five more years to double that to 1200 or 
1400 m.p.h. It took 30 years for transport 
airplanes with a range of as much as 1,000 
miles to be developed; less than 25 years 
later, transport airplanes with a range of 
6,500 miles were being built. It took 30 
or 35 years to develop booster devices to 
help the pilot move the controls of an air- 
plane; only 15 or 20 years later, fighter 
planes were being flown and fought al- 
most entirely by automatic means.” 





ABOVE 
A view of the audience at the first general 
session on Monday. A panel of executives from 
the Bank of America, San Francisco, discussed 
the theme “Management Planning and Control.” 


CENTER 


The Business Show in the Wilshire Room attracted 
CIA members between the technical sessions. 





BELOW 


The head table at the special meeting of mem- 
bers of Controllers Institute held Monday morn- 
ing. Left to right: John O. Yeasting, proxy- 
holder; W. B. Morrow, proxyholder; George W. 
Schwarz, immediate past chairman of the Board 
of Controllers Institute; C. R. Fay, current chair- 
man of the Board of Directors; Robert N. Wallis, 
president of Controllers Institute; Paul Haase, sec- 
retary and managing director of Controllers In- 
stitute; J. McCall Hughes, president, Controllership 
Foundation, research arm of Controllers Institute; 
and the inspectors of election—James A. Bea- 
man, John R. Lavinder and Robert A. Frampton. 


” 
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C. R. Fay, national chairman of the 
board of the Institute, presided at the ban- 
quet. He is vice president and comptroller, 
Pittsburgh Plate Glass Company. The in- 
vocation was asked by Canon W. Clinton 
Billig, executive assistant to the Bishop 
of Los Angeles. 


ELECTRONICS PANEL DISCUSSION 


“The Executive Role in the Use of Elec- 
tronic Systems” was considered at the fi- 
nal general session, on Wednesday morn- 
ing. George Kozmetsky, head of the 
computers and controls division, Litton 
Industries, Beverly Hills, Calif., led a 
panel on the subject. The panel members 
included: Alan O. Mann, coordinator, 
SKF Industries, Inc., Philadelphia; Wes- 
ley S. Bagby, comptroller, Pacific Mutual 
Life Insurance Company, Los Angeles, 
and M. W. Black, senior consultant, Man- 
agement Advisory Services Department, 
Price Waterhouse & Co., New York. 

Likening the present communications 
system in business to that of the human 
body, Mr. Mann declared, “Most of our 
communications of information in busi- 
ness, our nerve impulses, between points 
of action and points of decision are con- 
ducted in successive jerks of data accumu- 
lations, by techniques that are so slow that 
they become almost entirely one-way com- 
munication. Furthermore, at the nerve 
centers and the brain center, we again dis- 
play the same characteristics. There we 
accumulate and analyze incoming infor- 
mation in similarly successive jerks 
throughout a total process that is unduly 
slow. 

“Upon completion of such a stage we 
slowly prepare massive tabulations of 
summarized information which we turn 
over to our managers for review. The man- 
agers make a few, and necessarily incom- 
plete, decisions as a result of their analy- 
ses. Then, again, by slow and jerky 
techniques, they communicate their deci- 
sions back to some of the points of action.” 

The solution, Mr. Mann declared, lies 
in the use of a fully automatic system of 
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TUESDAY SESSION 


teletypewriters across all a company’s op- 
erations, plus a comprehensive set of 
electronic storage and computational 
equipment for all data processing. While 
indicating that such sytems are not yet 
available or in operation, Mr. Mann added 
that most of his company’s development 
work on planning and control for the past 
four to nine years has been in that direc- 
tion. 

The steps one company followed in 
adopting an electronic data-processing 
system were enumerated by the next 
speaker—Wesley S. Bagby, comptroller, 
Pacific Mutual Life Insurance Company, 
Los Angeles, whose firm is now doing 
program-testing on equipment installed 
since midsummer. 

The way for selection of the system and 
its ultimate adoption was paved by a five- 
man committee set up in 1953, Mr. Bagby 
reported. The members were men respon- 
sible for the systems in the areas where 
the electronic system would probably ap- 
ply if required, and high enough in the 
management picture to assure executive 
reliance on their judgment. The commit- 
tee members and a staff of four assigned 
to them were trained in programming on 
several different machines and otherwise 
given a rounded knowledge of data proc- 
essing. While the committee was decid- 
ing whether or not electronic systems 
could be used economically, the company 
launched a program to orient employes 
to the possible conversion. 

“All personnel were told why the study 
was being made, what it might lead to and 
how they would be affected,” Mr. Bagby 
said. “It was emphasized to them that 
any jobs eliminated would be the repeti- 
tive, monotonous tasks; that no employe 
would be a sacrificial lamb on the altar of 
electronic progress. Educational material 
on electronics was a regular feature in our 
house organ and a series of lecture courses 
was made available for those interested. 
Over half the staff voluntarily attended 
some ten hours of lectures, mostly on 
their own time.” 


LEFT ABOVE 
The Tuesday morning session had two speakers, 
Dr. Theodore ! Kreps and T. T. Arden. Pictured 
are (left to right) C. E. Jarchow, past presi- 
dent of Controllers Institute, who was the pre- 
siding officer; Dr. Kreps; Rudolph Ostengaard, 
program chairman, 24th Annual National Confer- 
ence, who introduced Mr. Arden; and Mr. Arden. 


RIGHT ABOVE 


George Kozmetsky (center), electronics panel leader 
at the Wednesday morning session. Seated (left to 
right) are: Charles H. Gordon, presiding of- 
ficer; and the following members of the panel— 
M. W. Black, Alan O. Mann, and Wesley S. Bagby. 


BELOW 
Plans for regional conferences in 1956 are re- 
viewed by (left to right) Murray S. Gelber, 
AiResearch Manufacturing Company of Arizona, 
Phoenix, chairman of the Western Conference 
to be held April 26-28 in Phoenix; C. C. Lay, 
The Wheland Company, Chattanooga, Tennessee, 
chairman of the reception committee of the 
Southern Conference to be held February 23-25 
in Edgewater Park, Mississippi; Paul Haase, 
managing director, Controllers Institute of Amer- 
ica; James A. Beaman, The O’Malley Lumber 
Company, Phoenix, chairman of the program com- 
mittee of the Western Conference; Robert N. 
Wallis, president of Controllers Institute; C. R. 
Fay, chairman of the Board of Directors of Con- 
trollers Institute of America; and Ben Makela, as- 
sistant secretary of Controllers Institute of America. 


ALL PHOTOGRAPHS BY 
VIC STEIN & ASSOCIATES 





WEDNESDAY SESSION 


As soon as the decision to install an 
electronic system was reached, the com- 
pany’s personnel department started to 
consider employes in jobs likely to be dis- 
placed whenever openings appeared in 
nonaffected departments. “We are trying 
to solve some of the more troublesome 
personnel relocations in the next two years 
prior to actual dependence on electronics,” 
Mr. Bagby explained, ‘‘and substituting 
new and less-skilled hires in the jobs 
which will be eliminated.” 

“We also started immediately on the 
task of preparing additional personnel 
for the coding and programming work we 
knew was ahead. We gave tests in elemen; 
tary mathematics and logic, then trained 
the successful candidates in programming. 
About two thirds of our 30 programmers 
and coders came from within the organiza- 
tion; the others, mostly coders, were hired 
for the specific job. It has been our ex- 
perience that it is much easier to teach 
programming to someone who knows life 
insurance operations than it is to teach 
life insurance to an experienced program- 
mer. 

A new concept of data processing is 


(Continued on page 590) 
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Sales of Corporate Treasury Stock 

In a key test case, the Government lost when the Supreme 
Court ruled Uncle Sam could not tax, in most cases, the 
money a company makes selling its Treasury stock. The 
Court said such a process would not be taxable so long as the 
firm was not dealing in its own stock “‘as it might deal in the 
shares of another corporation.”’ The ruling does not affect, 
however, the less common case where a company buys and 
sells its own stock for speculative purposes. Justice Depart- 
ment officials said they believe most pending cases involving 
sale of Treasury stock would be covered by the new ruling. 


Buy-American Act 

The Interior Department has announced a policy, which 
may become governmentwide, to provide a domestic con- 
cern from a labor surplus area a 6% differential in addition 
to the regular 6% “‘buy-American”’ differential established 
by Executive Order in 1954. This policy represents some- 
what of a victory for the liberal trade policy advocates who 
hope that the 12% differential will be standard in all gov- 
ernment agencies. 


Military Wealth 

A Defense Department report shows that the U. S. has at 
least $124 billion tied up in armed forces properties and 
goods. The inventory report, which will be submitted an- 
nually, does not include $12.5 billion in atomic energy, prop- 
erties and custody of GSA, some supplies and equipment 
overseas, the property in the hands of the army corps of 
engineers. Land, buildings, and other long-life equipment 
are valued at acquisition costs. 


Reports on Tax Benefit Projects 

ODM has eliminated the Annual Report previously re- 
quired from holders of rapid tax amortization certificates 
on the status of their projects (Census Bureau Form ODM- 
1). Instead, ODM’s delegate agencies will collect the in- 
formation on plant expansion progress ““when necessary.” 


Government Out of Business 

The Defense Department is closing down 32 more com- 
mercial type activities it operates. Activities being abandoned 
include chain manufacturing, office equipment repair shops, 
tree and garden nurseries, acetylene manufacturing, and ce- 
ment mixing. 
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Classification for Machine Tools 

Department of Defense has provided instructions de- 
signed to assure uniform identification and classification of 
all defense department industrial equipment both in indus- 
trial facilities and military supply systems. For the items in- 
cluded, the uniform production equipment coding system is 
mandatory for management use. Generally, the coding sys- 
tem will be similar to that presently used in the “Directory 
of Metal Work and Machinery.” Within 90 days, the 
Armed Services are required to file estimates of the number 
of items of industrial production equipment in other than 
supply systems which require identification. 


Trustees of Employes’ Trusts Must File 

IRS has announced that the trustees of employes’ trusts 
must file Form 990-P together with certain information re- 
quired by the proposed regulations relating to pension, 
profit-sharing and stock-bonus plans. IRS made the an- 
nouncement in response to a number of inquiries as to 
whether the filing of certain information by the above-men- 
tioned trustees described in Section 401(a) and exempt 
under Section 501 (a) of the Internal Revenue Code of 1954 
relieves him of the requirement for filing Form 990-P. 


Cost Allowance Rules 

The Defense Department is still working on a revision of 
Section 15 of the Armed Services Procurement Regulations 
dealing with allowable costs. The big problem is the han- 
dling of incentive payments, profit-sharing agreements and 
bonuses as an element of cost in cases where more than 25% 
of the company’s business is with the Defense Department. 
At present the Air Force opposes the allowance of such 
costs while the Navy is inclined to allow them if the claims 
are reasonable. 


Government Real Estate 

The Director of the Bureau of the Budget, Rowland R. 
Hughes, has requested the heads of government agencies 
personally to insure that intensified measures are taken to 
identify, and declare as excess, government-owned real prop- 
erties which are not needed. The objectives of such action 
are the return of property to state and local tax rolls, from 
which it is now exempt; the elimination of high maintenance 
costs; and the deposits of the cash proceeds in the Treasury. 


Businessmen in Government 
A group in Washington is investigating the problem of 
obtaining and holding good executives in the Government. 
It hopes to find out why businessmen agree or refuse to come 
to Washington; what they like or dislike about government 
work once they get there; and what qualities a businessman 
should have if he is to be an effective public servant. The 
project is a volunteer effort of the Harvard Business School 
Club of Washington and costs are being underwritten by the 
CED and the Fund for Adult Education. The group is partic- 
ularly interested in contacting businessmen who decline to 
serve in Washington. The names of such men should be sent 
to Lewis Alexander Traxel, Broadcast House, 40th & Brandy- 
wine Sts., N.W., Washington, D. C. 
—BEN JAMIN R. MAKELA 
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Each week another group 


arrives at the Nation’s Capital 


40 Executives 
ona 
orave mission 





They come, at the Government’s request, not to dis- 
cuss contracts and production schedules, but to plan 
something even more important in the national interest 





—the survival of their companies should disaster strike 
in any form... and a prompt recovery from the blow. 


Upon this, it 1s pointed out, the survival of our nation 
may well rest. 


During their stay in the Capital, Department of Commerce 
officials stress the importance of protecting employees and 
facilities; of establishing a continuity of management and 
technical know-how; of protecting vital corporate records. 

The advantages of microfilming these records are reviewed 

. also the extra protection which results when the films are 
stored in such impenetrable fortresses as Iron Mountain 
Atomic Storage Vaults, Inc., N. ¥Y.; Western States Atomic 
Vaults, Inc., Calif.; National Storage Company, Pa. 


Vital-Record Security Service 


In support of this program, Recordak Corporation 
(Subsidiary of Eastman Kodak Company) announces 
a new service designed to enable companies to resume 
normal operations faster if original records are lost or 
destroyed. 

Beginning November 1, 1955, Recordak will maintain at each 
of the three above-mentioned locations, equipment specially 
designed for the high-speed production of paper enlargements 
from microfilm negatives. Equipment—and stand-by operating 
staff—can be augmented as required to meet increasing demands. 
Also, the same service may be provided in additional security areas, 

Company executives who are concerned with the protection of 
their corporate documents will welcome this new Vital-Record 
Security Service. 

For it means that they can reserve equipment and man power 
on an hourly or full-time basis specifically for the reproduction of 
their vital records should originals be lost through any means. 


Contracts can be for as little as 2 hours of machine and staff 





time per day or as much as 24 hours per day on a 7-day week 
basis. Work will continue at this rate until the number of linear 
feet of vital records contracted for have been produced. 

High-speed print production 
Reproduction equipment used by Recordak in these security 
vaults will produce 1,000 linear feet of paper prints per hour 
from microfilm records of blueprints, production and research 
data, stockholder and financial records, contracts, and other 
vital items. 

Non-strategic materials used 
A new and most important feature is that none of the materials 
used in this high-speed process is considered critical or strategic 
by the U. S. Government. A sufficient quantity of all supplies ade- 
quate to operate each machine continuously until your contract 
has been fulfilled will be maintained as a minimum reserve. 
Stand-by equipment will be tested and serviced periodically. 
Other Recordak Services 


Microfilming. Recordak offers a complete line of microfilmers for 
all requirements on a purchase or rental basis. It also maintains a 
Customer Service Department which will microfilm your records 
at its nearest laboratory or on your premises. 
Film Processing. All Recordak Microfilms—whether photo- 
graphed by you or our Customer Service Dept.—are processed 
by Recordak in high-speed professional equipment to National 
Bureau of Standards specifications for archival films. Following 
this, your films are inspected for photographic quality. 
For complete information on Recordak’s new Vital-Record 
Security Service and other services, write Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 444 Madison 
Avenue, N. Y. 22, N. Y. No obligation whatsoever. 

**Recordak” is a trademark 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to accounting routines 
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State and Local Tax Problems 


Excerpts from a talk presented by La Burne C. Metzger 
before the National Association of Tax Administrators at 
Edgewater Park, Mississippi, July 17, 1955. 


HE NATIONAL COMMITTEE on State 

and Local Taxation of Controllers In- 
stitute has been very much interested in the 
apportionment and allocation formulae 
and factors used by the states in levying 
taxes based on or measured by net income 
of manufacturing, distributive and extrac- 
tive corporations. This Committee is com- 


posed of approximately 60 Institute mem- 
bers representing each of the local Con- 
trols, or chapters, in the larger industrial 
concentrations in the United States. Some 
Controls have several representatives. 
Although a number of organizations 
have studied this problem intermittently 
in the past, no discernible progress has 





No one in business cranks a telephone these days 


... but many still hand-crank calculators ...spending time that 


would soon pay for a high-speed, automatic MARCHANT 


Today, employee time is far too costly to be 
consumed by hand-operated or outmoded 
electric calculators. You owe it to your 
business to find out how much time and effort 
new automatic MARCHANTS will save. 
Call the local MARCHANT MAN and 
learn, by an actual run on your regular 
work, just how quickly MARCHANT 
calculators would pay for themselves. 


MORCHANT wees 


Pree el 


YOU CAN TURN TIME INTO MONEY WITH A MARCHANT! 
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, send coupon below. 
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High-speed 
automatic 
MARCHANT 
Figurematic 


Learn how MARCHANT calculators can 
turn out your business arithmetic easier 
THIS and faster...at a saving. Mail this — 
with your business letterhead for free.. 
Print of Office Scene 
Index to Modern Figuring 

by Marchant Methods. ... . o 
Descriptive Literature on 

Marchant Calculators . ... . o 





MARCHANT CALCULATORS, INC. 
Oakland 8, California 0-12 





been made to bring about uniformity in 
tax laws affecting interstate business ac- 
tivities. This is probably due in a large 
measure to the fact that the extension of 
services by the various states and the ever 
increasing pressures of modern business 
have caused state tax administrators and 
businessmen alike to put aside this prob- 
lem in order to provide more time for re- 
solving their every-day problems. 

However, I think it is generally agreed 
by both the states and business that the 
time has arrived when the problem of lack 
of uniformity in the enactment and admin- 
istration of state tax legislation has become 
acute and has imposed upon tax adminis- 
trators as well as business organizations a 
constantly increasing burden, which if al- 
lowed to continue would create more and 
more costly and exacting procedures. 

It is the studied opinion of our Com- 
mittee that an intelligent, objective and 
co-ordinated study of this problem by the 
tax administrators and business if carried 
to a conclusion could bring about an equi- 
table solution that would reverse this costly 
trend of compound reporting and audit- 
ing, and excessive administrative costs. 

In the course of its deliberations our 
Committee realized that considerable au- 
thoritative research would be required be- 
fore even any preliminary recommenda- 
tions could be made intelligently. 

Our Committee therefore requested the 
research arm of the Institute, Controller- 
ship Foundation, to study the entire sub- 
ject of apportionment and allocation. After 
exhaustive research was made at consid- 
erable expense, the results of its study were 
valilichat by Controllership Foundation in 
April 1954.* 

The report of the Foundation was de- 
voted entirely to a presentation of disclosed 
facts, and contained no recommendations. 
It clearly indicates the need for greater 
uniformity in the enactment and adminis- 
tration of state tax laws. 

Let.us review for a moment a hypotheti- 
cal example of what existing variations in 
state tax laws mean to a corporation en- 
gaged in a nation-wide business. 

It is not difficult for a taxpayer to learn 
that more than 100% of his unitary net 


* Cohen, Albert H., Apportionment and Al- 
location Formulae and Factors Used by States 
in Levying Taxes Based on or Measured by Net 
Income of Manufacturing, Distributive and Ex- 
tractive Corporations, New York, Controller- 
ship Foundation, Inc., 1954. $1.50 ($1.00 to 
members of Controllers Institute). 
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income can be subject to taxation at the 
state level, even when only considering a 
two-state operation. 

Assume that the ‘“X’’ corporation has a 
net income of $1 million from its manu- 
facturing and selling operations and that 
the statutory definition of net income is 
the same in both states in which it does 
business. Assume also that sales and pay- 
roll definitions are consistent. 

Assume too, that the corporation main- 
tains its manufacturing in South Carolina 
and its sales are equally divided between 
that state and Georgia. Georgia uses a 
three-factor formula of gross receipts, pay- 
rolls, and average of finished goods inven- 
tories, while South Carolina uses for 
manufacturing taxpayers a two-factor for- 
mula of cost and tangible property. 

Upon applying the percentages devel- 
oped in the hypothetical case the net in- 
come of the corporation would be appor- 
tioned 9214% to South Carolina and 
38 1/3% to Georgia which in effect creates 
approximately 31% more income for tax 
purposes than was actually earned, merely 
because of a difference in factors used in 
computing the apportionment. 

I don’t want to waste your time by citing 
other examples of which all of you are 
aware, some of which could be made to 
show that a portion of net income could 
actually escape taxation. But, I think you 
will agree that as long as different factors 
are utilized, inequitable and unfair mul- 
tiple taxation will continue. 

If the states will adopt uniform audit 
procedures, local tax audits can be made on 
a reciprocal basis and their findings made 
available to other states, thus reducing the 
cost of state government, which is tanta- 
mount to increasing its usable revenues. 

We believe that the acuteness of this 
problem has been recognized and that this 
is manifested by its important position on 
the agenda of the Governors’ Conference. 
(See THE CONTROLLER, November 1955, 
page 518.) 

Our Committee is delighted with the 
progress that has been made towards pro- 
viding facilities for further study of this 
problem and we deeply appreciate the in- 
vitation which was received from Wil- 
liam L. Frederick, Director of Research of 
the Council of State Governments, to place 
a representative on this organization’s 
Advisory Council. 

It is our understanding that this Council 
it to act in an advisory capacity to the Staff 
of the Council of State Governments and 
will consist of one representative from each 
of several national organizations among 
which are the following: 

American Bar Association, American 
Institute of Accountants, Commissioners 
on Uniformity of State Taxation, Control- 
lers Institute of America, National Asso- 
ciation of Tax Administrators, National 
Tax Association, and Tax Executives In- 
stitute. 


(Continued on page 590) 
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frank 
talk about 


bonding 
employees 


“-we don’t hire dishonest employees.” 





Neither does anybody else. But no one knows when they'll 
change—and insurance companies pay out $20,000,000 
a year in losses caused by “‘trusted” employees. 


“there are only a few of us here 








who handle money.” 


That’s a good idea, but many losses don’t involve 
cash .. . are caused by the juggling of records and 
manipulation of checks and merchandise. 


“we have a ‘foolproof’ accounting 








”° 
system. 

Good internal controls are a great help especially 
when backed by an outside audit, but major 

losses are sustained often by organizations who have 
“foolproof” accounting systems! 











‘¢we’ve been in business for 20 years 
—and we’ve never had a bond.” 
You may have a hidden “sleeping” loss that started years 


ago—a “discovery” form of bond includes such losses! 


“what does it cost?” 














Suppose you could give each employee a raise 

of 10¢ a day and assure yourself by doing so, of his 
absolute and unswerving honesty. You’d probably think 
it a sound investment toward the safety of your 

firm. Actually you get the same protection at 

a lower cost with an employee bond! 





Right now, while budgets are being prepared, is a good time to provide 
for this important protection for your business. Our agent will be glad 
to help you. If you’re not sure of his name, contact our Agency & 
Production Department and we'll supply it promptly. 


AMERICAN SURETY 


COMPANY FIDELITY * SURETY * CASUALTY * INLAND MARINE 
HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 


100 Broadway * New York 5, N. Y. 
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IN BUDGETING 
AND 

COST SYSTEMS 
it is 

McCormick & Co. 


@ Pioneers in direct cost with the version 
now so widely used: “Marginal Income 
Control.” 


@ Pioneers in responsibility budgeting— 
tying of control costs back to job titles. 


@ Innovators in sketching the entire pro- 
posed cuntrol system in picture form in 
advance of installation. 


@ Pioneers in early reporting for all 
control forms. Other descriptive Mc- 
Cormick touches include graphic train- 
ing classes, a successful variance inves- 
tigation plan to eliminate excesses. 


@ All McCormick installations can be 
identified by the colorful, crisply 
written, handsome, hard-bound manual 
which sets up for all to see—the plan, 
use and maintenance of your entire 
control system. 


Send for information 


MeCormick & Co. 


CONSULTING ENGINEERS 
PARK BUILDING, YONKERS, N.Y. 


“A McCormick client is generally 
the leader in his industry’’ 


References gladly furnished 











An easy way to keep fully 
informed of new developments 
in data processing 


DATA PROCESSING DIGEST is a monthly digest 
of the most significant current articles in the 
field of automatic data processing, selected from 
trade publications, conference reports, profes- 
sional group proceedings and books. 
Recent issues of DATA PROCESSING 
DIGEST have covered these subjects: 
Description and operation of electronic clerical 
data processing equipment, 
Typical applications in business and industry, 
Electronic clerical system design, 
Practical developments in scientific managerial 
decision-making, 
@ Seminars, conferences, training programs. 
You get the key ideas of the articles with complete 
references for only a few minutes’ reading time. 


Start your 
subscription 
with the 


current issue. 
12 monthly 
issues, 
$24.00. 





A Service of 


CANNING, 
SISSON AND 
ASSOCIATES 


914C South Robertson Bivd., Los Angeles 35, Calif. 





Send for free copy! 


590 


It is my privilege to represent our Com- 
mittee as an alternate on this Advisory 
Council and I am pleased to report that in 
my opinion much progress has been made. 
While our Committee did present recom- 
mendations to the Governors’ Conference 
based on the research report of Controller- 
ship Foundation and a national poll of In- 
stitute members, we recognize that final 
recommendations for the ultimate solution 
of this problem will rest largely on statis- 
tical data to be accumulated by the Council 
of State Governments with the co-opera- 
tion of all concerned. 

The assistance of all state tax adminis- 
trators is needed in an unbiased approach, 
if this problem is to be solved successfully 
and we firmly believe, that when it is 


achieved, uniformity will eliminate mul- 
tiple taxation; uniformity will make for 
easier compliance; uniformity will require 
less record keeping; and uniformity will 
facilitate audit procedure and may not af- 
fect materially the revenue of the states or 
tax burden of the taxpayers. 

We sincerely trust that through the com- 
bined efforts of the state tax administrators 
and those who will serve on this Advisory 
Council of the Council of State Govern- 
ments, there will come forth basic legisla- 
tion and procedures, acceptable to all 
states, which will bring about the tax uni- 
formity that states and business have been 
seeking down through the years, to elim- 
inate inequities, to make administration 
easier, and to strengthen our economy. 


24th Annual National Conference (coninued from page 585) 


needed, especially by management, if the 
full potential of electronic systems is to 
be realized, according to Mr. Black. “This 
new concept means,” he said, “that in the 
processing of business data we can come 
far closer to meeting the real information 
requirements of the company as a whole 
by the intelligent application of a power- 
ful computer than we could or will be able 
to do with less highly powered equipment. 

“A corollary, and an important one, is 
that as we apply the computer we shall 
find that our former concepts of the in- 
formational requirements of our company 
are changed. Oftimes these changes are 
radical ones. We shall end up not just 
producing the same old information more 
quickly or more cheaply, but by producing 
better and more meaningful information.” 

Like Mr. Bagby, he stressed the im- 
portance of conditioning employes to the 
new equipment. He also called for care- 
ful study of the qualifications, education 


and place in the organization of the com- 
puter group. “Electronics is not a techni- 
cian’s world with which management and 
its administrative acts will be largely un- 
concerned. Management is bound to be 
deeply concerned with the impact of elec- 
tronics on its organizational structure and 
its business practices. It will be brought 
face to face with the effect on individual 
employes and groups of employes, and it 
will have to resolve questions surrounding 
the composition and status of its computer 
groups.” 

The Conference closed with a luncheon 
at which J. McCall Hughes, president of 
Controllership Foundation and vice presi- 
dent and controller, Mutual of New York, 
presided. The speaker was Dore Schary, 
vice president in charge of production and 
studio operation, Metro-Goldwyn-Mayer, 
Culver City. His subject was ‘Motion 
Pictures: Their Influence on the Modern 
World.” 


BELOW 


Officers and trustees of Controllership Foundation, research arm of Controllers 
Institute of America, at a meeting which was also attended by Institute officials. 
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lt Costs No More To Give More— 
If You Give The Bonus In Savings Bonds! 


If your company is one of the more than 45,000 com- 
panies that have the Payroll Savings Plan you know 
what your employees think of Savings Bonds — they 
spell it out for you every month in their Savings Bond 
allotments. 


If you don’t have the Payroll Savings Plan, and are 
wondering whether your people would like to receive 
their bonus in Bonds, here are a few significant facts: 


—every month, before they get their pay checks or 
envelopes—8,500,000 men and women enrolled in 
the Payroll Savings Plan invest $160,000,000 in 
U. S. Savings Bonds. 


—Payroll Savers hold their Bonds: From May 1, 
1951, to September 30, 1955, approximately $18.7 
billion E Bonds reached 10-year maturity dates. 


On September 30, 1955, approximately 70.3 % of the 
matured bonds were retained by their owners under 
the automatic extension plan. With additional in- 
terest earned since maturity dates ($560 million), 
cash value of the matured bonds held by individuals 
amounts to approximately $13.7 billion. 

—on September 30, 1955, the cash value of Series E 
and H Bonds—the kind sold only to individuals— 
totaled 39.7 billion dollars, a new high. 


To the Payroll Saver, and to the man who buys his 
Bonds at a bank (because his company does not pro- 
vide the Payroll Savings Plan) a One Hundred Dollar 
Savings Bond looks bigger and better and is bigger and 
better, than a check for $75. Make this a merrier 
Christmas for every employee. Give the gift that keeps 
on giving. 


The United States Government does not pay fer this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Birmingham, Ala. 
TOP PICTURE 


Plans for the 1956 Southern Confer- 
ence of Controllers Institute of America, 
scheduled for February 23-25, 1956, at 
the Edgewater Gulf Hotel, Edgewater 
Park, Mississippi, were discussed at a re- 
cent meeting of representatives from four 
Controls in Region 5, which are co-spon- 
soring the Conference. 

Seated (left to right) are: Gordon B. 
Schaefer, chief accountant, Southeastern 
Pipeline Company, Atlanta, Georgia (vice 
chairman of the Conference from the At- 
lanta Control); William C. Jones, con- 
troller, Alabama By-Products Corporation, 
Birmingham, Alabama (general chairman 
of the Conference); and Gordon Fitzell, 
assistant treasurer and controller, Ameri- 
can Lava Corporation, Chattanooga, Ten- 
nessee (vice chairman of the Conference 
from the Chattanooga Control). 

Standing (left to right) are: Ennis 
Hughes, comptroller, McGregor’s, Mem- 
phis, Tennessee (vice chairman of the 
Conference from the Memphis Control); 
C. C. Lay, treasurer, The Wheland Co., 
Chattanooga, Tennessee (chairman of the 
Reception Committee); and Carson C. 
Reeves, secretary, Drennan Motor Co., 
Inc., Birmingham, Alabama (chairman of 
the Finance Committee). 


Boston, Mad. 


CENTER PICTURE 


Robert N. Wallis, president, Control- 
lers Institute (right), is congratulated by 
Edwin E. McConnell (left), past national 
president and former chairman of the Ad- 
visory Council on Federal Reports. Seated 
is Burdette A. Johnson, president, Boston 
Control. 

The occasion was “Bob Wallis Night” 
held on October 11, at the Hotel Statler, 
Boston, Massachusetts. High spot of the 
celebration was a “This Is Your Life” 
presentation, which was a complete sur- 
prise to everyone, especially President 
Wallis. The presentation was developed 
by a small committee, carefully rehearsed, 
and put on tape. Slides showing various 
phases of Bob Wallis’ life were synchro- 
nized with the script. 


LOWER PICTURE 


Officers and directors of the Boston 
Control at head table on “Bob Wallis 
Night.” Seated (left to right): Russell T. 
Smith, secretary; Robert H. Meystre, sec- 
ond vice president; Edwin E. McConnell, 
a past president of the Boston Control; 
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R. N. Wallis; Burdette A. Johnson; Paul 
Haase, managing director, Controllers In- 
stitute; William H. Perks, first vice presi- 
dent; and Thomas D. Walsh, treasurer. 

Seated in the foreground: C. Ellis 
Spencer, who has served as a Control pres- 
ident, national director, and regional vice 
president of the Institute, and who was a 
member of the special committee ap- 
pointed to develop the program in honor 
of Bob Wallis. 


San Francisco, Calif. 
BELOW 


Senator Thomas H. Kuchel (left) shak- 
ing hands with John R. Lavinder, presi- 
dent of the San Francisco Control of Con- 
trollers Institute of America, at the regu- 
lar monthly meeting held on October 20 
in the St. Francis Hotel, San Francisco, 
Calif. The Senator addressed the members 
of the Control and their guests on “Re- 
cent Developments in Government and 
Their Fiscal Implications.” 





Senator Kuchel was controller of the 
State of California from February 1946 to 
December 1952, when he resigned to ac- 
cept an appointment as United States Sen- 
ator from the State of California. In No- 
vember 1954, the electorate of California 
returned Senator Kuchel to the United 
States Senate by an overwhelming ma- 
jority. 


Syracuse, N. Y. 

Mark Z. Hanlon, secretary and comp- 
troller, First Trust & Deposit penne: 
Syracuse, N. Y., 
has been elected 
a national direc- 
tor, Region IV, 
of Controllers 
Institute of 
America. Mr. 
Hanlon, who is 
also president of 
the Syracuse 
Control of the 
Institute, re- 
places William H. Schrader, who has 
taken a new post as financial vice presi- 
dent with Servel, Inc. in Evansville, In- 
diana (Region VI). Mr. Schrader had 
been first vice president of Easy Washing 
Machine Corporation, Syracuse. 
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H. P. GOULD 
Nationally Recognized Systems Analyst, 
President H. P. Gould Company, says 


48 








for these leaks 
that mean profit loss! 


Ld 





















































ORDER-BILLING 
Check to see how many writings are now needed AUSTIN. WESTERN COMPANY 
san} ; - A 000. 
to prepare shipping orders, bills of lading, tags, DITTO One-Writing System has 
labels and invoices. If you need more than one saved this company $25,000. a 
ve . : year, made possible handling of 
writing, you can save time and money with a double order volume with two less 
iti clerks, simplified billing, an 
DITTO One-Writing System. ceased ug 9 troablosene bask 
order situation. 
PRODUCTION 
How many typings are you making to produce parts THE, DURIRON COMPANY, INC. 
: “eit AV 000. AY 
orders, assembly orders, material requisitions, OLeTG Geasibas work. @aer 
labor tickets? If you make more than one typing, systems for foundry, machine 
} P ; =e shop, and assembly have made net 
you'll speed production and increase efficiency by reduction of 4 shop clerks and 
i so freed foremen and production men 
using the DITTO One-Writing System. Pine strange + tn py 
ings of $24,000. a year. 
PURCHASE-RECEIVING 
How many times is basic purchase information ARGUS CAMERAS, Ic 
written to produce bid requests, purchase orders, With DITTO One-Writing Syst 
receiving reports, inspection reports, debit memos? necpeny anne nes 
Every re-writing is an opportunity for saving with with saving of $14,000. a yea, 
ssc simplifies accounting, reduces 
a DITTO One-Writing System. clerical personnel, and saves costly 
__ TAKE THE FIRST STEP TO INCREASE PROFITS— MAIL COUPON FOR FACTS — 





DITTO, Incorporated, 676 S$. Oakley Bivd., Chicago 12, Ill. 
DITTO of Canada, Ltd., Toronto, Ontario, DITTO Britain Ltd., London, England 

At no cost or obligation, please send me copies of Gould Reports and 
information on how you can save us money, time, and effort with 
DITTO One-Writing System for: 

© Order-Billing © Production (0) Purchase-Receiving 

O Payroll © Inventory Control © Other 


Name, Position 





Company — — 
Address 


| ee _County_______ State 
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A Totally New Concept 
AUTOMATION 


— Comes to the Desk Calculator 


Today it is an accomplished fact. 
Automation invades the field of desk 
figuring. Automation by-passes 
many figuring steps, flashes the an- 
swer with jet-like speed. You can 
imagine the dollars it squeezes from 
office figuring costs. 


A dynamic new principle in the 
new, totally automatic Monro-Matic 
Desk Calculator: Its compact single 
keyboard provides functional-color 
controls. It automatically seeks its 
own decimal. The Duplex is the only 
American desk figuring machine 


that directly adds as it multiplies, 
adds as it divides, and puts aside 
and remembers intermediate results 
to apply to final answers. On 
payroll computing alone, it cuts 
down figure work as much as 3l 
percent. Ask operators who know. 
They prefer Monroe. 


Here, gentlemen, is a preferred 
investment. An assurance against 
obsolescence for years to come. 
Monroe Calculating Machine Com- 
pany, Inc. Home office: Orange, 
New Jersey. Branches everywhere. 


see MACHINES from MONROE 


for CALCULATING . 
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Job Changers to 
Keep Pension Rights 


Recent labor management contracts per- 
mit a job-changing worker to carry pen- 
sions right with him. Under provisions for 
vested rights contained in some contracts, 
an employe may look forward to retire- 
ment with parts of his total pension paid 
by several employers. The new move 
gained impetus from the auto industry 
settlements this year, Commerce Clearing 
House reported, and more and more work- 
ers may come under such plans through 
similar provisions in contracts coming up 
for negotiation. Although overshadowed 
at the time by the furor over the announce- 
ment of the guaranteed annual wage, the 
vested pension provisions in the same con- 
tracts should be equally significant in the 
long run, it was pointed out. 

In the motor company plans, workers 
who are 40 years or over and have ten years 
of service will get pensions at age 65 cover- 
ing their years of service whether or not 
they stay with the company. The change is 
a radical one from the original purpose of 
many pension plans which was, in part at 
least, designed to reduce labor turnover. 
Under the previous contracts, a worker 
who left his job forfeited pension benefits, 
and funds set aside for him were often re- 
tained in the general fund to the credit of 
other workers. 

The new provisions will substantially 
raise the cost of industrial pensions. Many 
plans now in effect have their costs figured 
on the basis of some workers dropping out 
of the pension plans each year. Under the 
new system all workers will have a perma- 
nent equity in their shares. In addition an 
amount of paper work impossible to cal- 
culate will be required, the CCH report 
continues. Each time an employe with a 
vested pension interest leaves a company, 
either the company or the pension fund 
trustee will be required to keep track of 
him until he is 65 to make sure he gets 
what is coming to him. 


Labor Shortages 


Serious labor shortages in a number of 
vital office occupations may develop in the 
next few years according to a report re- 
leased by the National Office Management 
Association. The report forecasts condi- 
tions ahead to 1960 and includes an ex- 
haustive study of all types of clerical oc- 
cupations in business and industry. Cov- 
ered by the report are: impact of office 
machines on employment, future and cur- 
rent educational levels of workers, trends 
in male vs. female workers, effects of mar- 
ital status, of birth rate, of wars and 
drafting of men, of trend toward higher 
education, changing characteristics of the 
labor force, and trends as far as employ- 
able ages are concerned. The report is the 
result of a two-year study by a faculty team 
from Drexel Institute, Philadelphia. 
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Newspaper Controllers Elect 
R. P. Hunter as Group President 


Robert P. , 
Hunter, secre- 
tary-treasurer, 
Birmingham 
News Company, 
Birmingham, 
Ala., was elected 
president of the 
Institute of 
Newspaper Con- 
trollers and Fi- 
nance Officers at 
their 8th Annual Meeting in New York. 
Mr. Hunter, whose company publishes 
the Birmingham News and Post Herald, 
replaces Herbert E. Hetu, secretary and 
controller, Sharon Herald, Sharon, Pa. 

Mr. Hunter is also secretary-treasurer 
of the Alabama Broadcast Company (Sta- 
tion WAPI) and vice president of Mer- 
cury Express Co., Inc., statewide newspa- 
per distributors. 

Frank T. Hogdon, Jr., controller and 
assistant treasurer, Cleveland (Ohio) 
Plain Dealer and News, was chosen first 
vice president; G. Stewart Phillips, comp- 
troller, assistant secretary and assistant 
treasurer, Washington (D. C.) Post and 
Times Herald, was named second vice 
president. Nora M. Foulds, treasurer, Lon- 
don (Ont.) Free Press, was elected secre- 
tary and a new treasurer was chosen— 
Edmund W. Downs, controller, Hartford 
(Conn.) Courant. 

Mr. Phillips, who is current president 
of the District of Columbia Control of 
Controllers Institute, was named as one of 
six new directors. 





New Institute Appointments as 
Bureau of the Budget Advisors 


Lisle W. Adkins, comptroller, General 
Dynamics Corporation, New York, and 
T. G. Redman, comptroller, Swift & Com- 
pany, Chicago, will represent Controllers 
Institute of America on the Advisory 
Council on Federal Reports. 

Mr. Adkins will be continuing his 
service while Mr. Redman succeeds Edwin 
E. McConnell, treasurer, Norton Com- 
pany, Worcester, Mass., who has been a 
member of the Advisory Council since 
1943 and who has retired as its chairman 
—a post he has held for two years. Mr. 
McConnell will continue his service with 
the Advisory Council as a member at 
large. 

The Advisory Council on Federal Re- 
ports is composed of representatives of 
seven national business organizations, ap- 
pointed by the organizations at the re- 
quest of the director of the Bureau of the 
Budget, to advise with the Bureau in 
simplifying and improving questionnaire 
and reporting procedures of the federal 
agencies. 
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Let the MAN from MONROE put 


AUTOMATION 
On Your Desk 


Meet Arthur F. Bridenstine, Detroit's 
MAN from MONROE. A man of wide 
community interests, he is also a 
skillful weekend painter. Asa skilled 
figuring analyst, he serves Detroit's 
businessmen, applying his extensive 
training totheirown specific require- 
ments. He follows the doctrine: ‘‘Men 
+ Machines = Monroe,” with em- 
phasis on men. 


Your own city, too, has a Man from 
Monroe, a realistic, objective con- 
sultant in simplifying figure work 
systems. See your telephone book. 





FUNCTIONAL-COLOR CONTROLS are now 
one of the many speed exclusives that 
Monro-Matic’s new concept brings to figure 
work. Red control keys for dividing, green 
for multiplying. 


see The MAN from MONROE for 
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CONTROLLERSHIP 
FOUNDATION 


REPORTS 


Roman numerals indicate classification 
under the Basic Long-Range Research 
Program 
I 
Centralization vs. Decentralization in Organ- 
izing the Controller‘s Department .. $6.00 
($4.50 to CIA members) 

Setting Salaries in the Controller’s Depart- 
Se So eee: $10.00 
($7.50 to CIA members) 
Developing Men for Controllership .. $3.25 
($2.45 to CIA members) 
Controllership in Modern Management $6.65 
($5.00 to CIA members) 


iT 
Management Planning and Control: An An- 
notated Bibliography ............ $6.50 
($5.00 to CIA members) 
Planning, Managing and Measuring the 
ES Re rete $2.00 
($1.50 to CIA members) 

Business Forecasting ............. $5.00 
($2.00 to CIA members) 
*Depreciation Policy When Price Levels 
SS ore eee $2.00 
($1.00 to CIA members) 

*The Impact of Budgets on People . $3.00 
($1.50 to CIA members) 

il 
Electronics in Business: A Descriptive Refer- 
POO BONO coos once seb se csane $2.00 
($1.50 to CIA members) 

Business Applications of Electronic Machines: 
An Annotated Bibliography ....... $2.00 
($1.50 to CIA members) 

What People Want To Know About Your 


ODER. oo cas's os sce ew Sa niielee $5.00 
($1.00 to CIA members) 
IV 
Business Consultants: Their Uses and Limita- 
MONE Bice shih i dinwis bisa occa ee $3.00 
($1.50 to CIA members) 
Vv 
Apportionment and Allocation of Corporate 
Net Income for State Taxes ....... $1.50 


($1.00 to CIA members) 
Management Planning for Corporate Taxes 
eens snese Sea ek bist ms pe saaste $4.00 

($3.00 to CIA members) 

Defense Mobilization; What Management Is 
DMG cach cahesakous seuss $1.00 
($.50 to CIA members) 

vi 
Providing Facts and Figures for Collective 
Bargaining: The Controller's Role .. $5.00 
($3.50 to CIA members) 
Meeting the Challenge of the Buyer’s Mar- 


($2.50 to CIA members) 
*Studies now out of print. Loan copies 
are available from the Foundation Li- 
brary. 


CONTROLLERSHIP 
FOUNDATION, INC. 


Two Park Avenue 
New York 16, N. Y. 
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AN INTRODUCTION TO AUTOMATIC COMPUTERS: 
A Systems Approach for Business* 


By Ned Chapin 





Reviewed by HAROLD H. CAUVET 
Director, Electronic Applications 
General Foods Corporation 

White Plains, N. Y. 


Most businessmen are interested in 
finding out as much as they can about the 
application of electronic data-processing 
machines to business-data recording. What 
has been needed most of all is a good book 
to describe what it is all about. Until now 
there have been no books that deal specif- 
ically with business-data processing but 
when there is a need, someone is sure to 
try to meet the demand. Several books are 
in the course of preparation, but the honor 
of being the first on the market must, per- 
haps, go to Ned Chapin. In a sense this 
may be a dubious honor. 

“An Introduction to Automatic Com- 
puters” was obviously written for busi- 
nessmen. It is subtitled “A Systems Ap- 
proach for Business” so we must appraise 
the book in the light of its appeal to busi- 
nessmen. 

It consists of a series of lectures which 
the author gave in a course on automatic 
computers at the Illinois Institute of Tech- 
nology. They have been re-arranged and 
to some extent rewritten. For anyone who 
is eager to find out what all the furor is 
about, he has provided, through his book, 
an opportunity to do so. He starts off in 
Chapter I by posing a series of questions 
about the use of computers in Fo 


* Published by Technology Center, Chicago, 
Ill. Paperbound cover. $9.00. 


but when the reader has finished the book 
he may not be in any better position to 
answer them. Obviously, and as Mr. 
Chapin points out, ““A book will not solve 
particular, specific problems.” He has suc- 
ceeded to a degree in fulfilling his stated 
objective of “presenting the material in 
nontechnical language,’ although the 
reader will find it necessary to understand 
the meaning of some of the terms which 
are used. 

The book is organized in a manner 
which is intended to answer these ques- 
tions: 


What are automatic computers? 

What can they do? 

How do they work? 

How can a proposed installation be fi- 
nancially justified ? 

How do they fit into business systems? 

What are the characteristics of avail- 
able computers? 

What does it cost to own and operate 
one? 


The first three chapters explain what is 
meant by an electronic automatic computer 
and what is included in such a system, and 
also explains what such systems are capa- 
ble of doing and what they cannot do. 
There is a brief explanation of how a com- 
puter operates and then the author jumps 
into evaluating the profitability (or lack 
of it) of using an automatic computer and 
its place in a business organization. 

An interesting observation is that “An 
automatic computer itself does not work 
toward, or favor, either centralized or de- 
centralized management, but an auto- 
matic computer can be used in a mannet 
that results in increased centralization ot 
decentralization. It is not the automatic 
computer itself but the type of business 
systems that are devised for use with an 
automatic computer that determine 
whether centralization or decentralization 
of management is furthered by the use of 
an automatic computer.” 
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This reviewer would have preferred a 
different sequence of chapters, so that the 
reader could have obtained a better under- 
standing of how computers operate before 
getting into such aspects as human rela- 
tions, training, and what to do about the 
person who is most intent upon “empire 
building.” Most readers should take the 
author’s suggestion and skip over Chapters 
IV through VIII and return to them after 
reading Chapter XIII. The book would 
have been better organized had it followed 
that sequence. 

Mr. Chapin makes very clear that auto- 
matic electronic computers are not “giant 
brains” but just another business machine, 
albeit a very complex one to be sure. He 
points out that “human beings are still 
the most important elements in business; 
automatic computers are only tools for do- 
ing a job.” 

Chapters IV through VIII have to do 
with evaluating the profitability of a com- 
puter installation, business systems for 
automatic computers, fitting a computer 
into a company, cost aspects, and the fi- 
nancial justification. Mr. Chapin has given 
a great deal of thought to these subjects. 
He has some excellent suggestions and dis- 
cusses at some length the importance of 
reviewing the sources of information, the 
use that is made of it, and the need which 
some people may, or may not, have for it. 

The chapter on fitting the computer 
into a company deals mostly with human 
relations and obtaining acceptance of the 
computer by the people in the organiza- 
tion. He emphasizes the need for enthu- 
siastic support of the program at all levels 
of management. The need for each person 
to feel that he is a part of what is being 
done requires preparation and selling but, 
as Mr. Chapin points out, will undoubt- 
edly contribute greatly to a successful in- 
stallation. 

The chapters on cost aspects and finan- 
cial justification can merely offer sugges- 
tions as to the things to be considered, for 
each company must determine on the basis 
of its own operating needs whether a com- 
puter will be profitable. 

There is a growing application in busi- 
ness of the techniques of Operations 
Research and other branches of the man- 
agement sciences. When obtaining a com- 
puter it is well to consider what problems 
of this type might be solved either now 
or in the future, so that a computer of 
sufficient capacity will be available. 

The book gives a fairly complete history 
of the development of the mechanical com- 
puting devices and also explains in quite 





WHEN YOU NEED FACTS ON 


Pensions .. . Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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how XEROGRAPHY 


cuts duplicating costs $30,000 a year 
for WESTERN PACIFIC RAILROAD CO. 







“The West's 
fastest moving 
railroad" 





SPEEDS PAPERWORK 






SPEEDING THE PREPARATION OF Division Sheets * Vital Rate 
Information ° Internal Forms * Management Letters and 
Bulletins * Legal Documents + 2,600 Paper Masters Monthly. 


Xerography gives Western Pacific a clear track when it comes to speeding the 
preparation of division sheets and other vital rate information formerly retyped 
laboriously from previously printed material. Typing and proofreading of divi- 
sion sheets was once a time-consuming chore, costing Western Pacific thousands 
of dollars yearly. Xerography, a fast, dry electrostatic copying process, now 
does in three minutes what used to take hours. It eliminates errors because it is 
photo-exact, produces a better looking result, and greatly reduces production 
bottlenecks. 

Xerography serves Western Pacific in many other ways. Quick copies replace 
retypes. Internal forms are duplicated with impressive savings in time and 
money. Management letters and bulletins, legal briefs and other legal docu- 
ments are accurately copied in the shortest possible time. In one month Western 
Pacific prepared 2,600 paper masters by xerography for runoff of multiple 
copies on an offset duplicator. Xe -rography does a better job faster, saves the 
railroad an estimated $30,000 a year. 


New developments in xerography make it the one, all- 
purpose, fast and economical process for copying anything 
written, typed, printed or drawn, onto different types of 
masters for duplicating. 

Now you can copy onto offset paper masters, pre-sensi- 
tized positive working metal masters, spirit (or other 
fluid-type) masters, translucent masters, by this versatile, 
photo-exact, dry, electrostatic process. 

Original copy can be enlarged, reduced or made same 
size. Masters can be made from opaque originals or from 
copy on both sides. Also, up to eight copies, including 
a paper master or translucent intermediate, can be made 
from one xerographic image. 





Write 


for proof of performance folders showing how companies 
of all kinds, large and small, are cutting duplicating 
xerography. 


costs and speeding paperwork with 


THE HALOID COMPANY 
55-81X HALOID STREET, ROCHESTER 3, NEW YORK 
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some detail about the different forms of 
arithmetic, such as binary and octal, which 
most readers will probably learn about for 
the first time. He also describes and gives 
illustrations of the use of the various num- 
ber code systems which are used by com- 
puters. 

This is interesting, but there may be a 
question as to whether a businessman 
needs to understand them in order to de- 
cide upon the use of an electronic com- 
puter. It is doubtful that the use of one or 
the other of these code systems would in- 
fluence the purchase of one machine or 
another. 

Special mention should be made of the 
numerous illustrations and charts which 
help in understanding the text. The sys- 


tems men will appreciate the importance 
which is attached to the role they should 
play. As Mr. Chapin points out, “It re- 
quires bold thinking and true initiative 
on the part of the systems personnel and 
the executives they support to get efficient 
use of an automatic computer and to get 
efficient use of the input-output equipment 
that is available and that will be available.” 
The chapters on storage units, input 
and output units, control unit and pro- 
grams and programming techniques seem 
to be adequate for a book of this type. 
One of the most interesting and valua- 
ble parts of the book will be found in the 
appendix, where a comparison has been 
made of the various computers which are 
available, or presumed to be. Mr. Chapin 
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Here is the way to take care of your 
overloads and do it without adding 
a single employee to your staff:— 


1. As the oldest and largest in- 
dependent punched-card tabulating 
service bureau in the country, 
STATISTICAL is manned and equip- 
ped to take over whenever your own 
tabulating department has more 
than it can handle. (If you have not 
yet installed tabulating equipment, 
let us show you how.) 


2. With all the latest electro- 
mechanical tabulating facilities, 
STATISTICAL can take care of your 
regular or emergency requirements 
quickly and more economically by 
automatic methods. 


It will pay you to keep STATISTICAL in mind for inventories, sales 
analyses, accounting reports, computing or statistics. 


stc 


Just phone or write our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 * Michael R. Notaro, President 


CHICAGO NEW YORK ST. LouIS 
53 W. Jackson Blvd. 80 Broad Street 411 North Tenth TABULATING 
HArrison 7-4500 Whitehall 3-8383 MAin 1-7777 
NEWARK CLEVELAND CALLA 
National-Newark Bidg. 1367 East 6th St. TYPING 
MArket 3-7636 SUperior 1-8101 
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takes pains to point out that his listing is 
incomplete because of his inability to ob- 
tain complete data from the manufacturers 
and he is the first to admit that such a 
listing soon becomes out of date. There 
is a complete description of each of the 
computers, including speeds, capacities, 
and approximate prices. It is a handy ref- 
erence guide for anyone who is consider- 
ing the installation of an electronic com- 
puting system and who is at a point of 
trying to determine what size computer 
will be needed. Also included in the ap- 
pendix is a glossary of commonly used 
terms. 

In a field where there has been such a 
crying need for something to give to that 
person who is hungering for knowledge, 
“An Introduction to Automatic Com- 
puters” will assuage some of the hunger 
pains. The controller, treasurer, or finan- 
cial vice president will wish that he had 
something that would enable him to ob- 
tain the answers to his questions more 
easily. 


MANAGEMENT OF 
EXPANDING ENTERPRISES* 


By William H. Newman and 
James P. Logan 


A report of round-table discussions by 
leading business and professional men. 
The aim of the study is to identify the 
major problems, to find whether men of 
experience agree or disagree on an effec- 
tive course of action, and block out areas 
where further research is likely to be es- 
pecially fruitful. 


* Published by Columbia University Press, 


New York, N. Y. $2.75. 


BUSINESS CONCENTRATION 
IN PRICE POLICY* 


A volume containing twelve studies 
which explore the questions of the nature 
and extent of concentrated power in to- 
day’s economy, how industrial concentra- 
tion affects pricing policy in marketing 
relationships, the comparative efficiencies 
of large and small enterprises and related 
questions. Several contributors evaluate 
the effectiveness of existing measures of 
concentration in yielding a usable appraisal 
of economic power. 


* Published by the National Bureau of Eco- 
nomic Research, Princeton University Press, 
Princeton, N. J. $9.00. 


OTHER BOOK ENTRIES 


CONTROLS AND TECHNIQUES FOR BET- 
TER MANAGEMENT. General Manage- 
ment Series No. 176. American Man- 
agement Association, 330 West 42nd 
Street, New York 36, N. Y. $1.75 
($1.00 to AMA members). 


THE CONTROLLER * DECEMBER, 1955 





XUM 


Fle 
7. 


(Con 


tion 
minz 
how 
ing 
fixed 
the 
costs 
tract 
clain 
1021 
tract: 
W 
defe: 
tive 
tinue 
esser 
lief 
relie! 
ment 
situa 
tor’s 
At 
cabil. 
flood 
and ° 
How 
to th 
fense 
ment 
forth 
aware 
disas! 
the it 
der a 
tiona! 
locate 
aster 
maxi 
the n 
may | 
that s 
the f 
the fl 
the c 
furni: 
In 
ecutiv 
to su 
contri 
ing d: 
of pa 
causir 
data, 
ments 
staten 
script: 
tion | 
claims 
Gover 
ing ¢ 
such 
(2) 1 
into ¢ 
nancia 
statem 
ductio 


THE CC 


y 
le 
yf 


C- 


S- 


[- 


MunX? 





X%UM 


Flood Costs and 


Government Contracts 
(Continued from page 577) 


tioned costs may be included in the ter- 
mination settlement proposal, limited, 
however, by the restrictions against claim- 
ing losses as costs. In cases of straight 
fixed-price contracts, and with regard to 
the unrecoverable portion of the flood 
costs under price redetermination or con- 
tract termination, we suggest that relief 
claims be filed under Executive Order 
10210, dealing with ‘Amendment of Con- 
tracts Without Consideration.” 

Where the actual or threatened loss on 
defense contracts would impair the produc- 
tive ability of contractors whose con- 
tinued operations as sources of supply are 
essential to the national defense effort, re- 
lief is available under this Order. The 
relief is in the form of equitable adjust- 
ments of contracts to avoid a financial 
situation which would impair the contrac- 
tor’s ability to produce. 

At the date of this writing, the appli- 
cability of Executive Order 10210 to the 
flood disasters has not been established 
and we have no assurance that it will be. 
However, certain developments do point 
to this possibility. As an illustration, De- 
fense Mobilization Order VII-7, Supple- 
ment 1, issued on August 25, 1955, sets 
forth the policy that “Preference in the 
award of contracts . . . to contractors in 
disaster areas is considered to be . . . in 
the interest of national defense.” The Or- 
der also states that “It is essential to na- 
tional defense that productive facilities 
located in areas damaged by a major dis- 
aster . . . be currently utilized to the 
maximum practicable extent in order that 
the mobilization base . . . in such areas 
may be maintained.” It reasonably follows 
that since the government policy is to use 
the facilities of contractors involved in 
the floods, it will need make possible for 
the contractors to resume operations by 
furnishing the financial relief required. 

In filing of claims for relief under Ex- 
ecutive Order 10210, the procedure was 
to submit them in quadruplicate to the 
contracting officer, including the follow- 
ing data: (1) amount desired and method 
of payment; (2) description of factors 
causing financial distress; (3) contractual 
data, including deliveries made and pay- 
ments received; (4) copies of financial 
statements for A ison 12 months; (5) de- 
scription of effects upon financial condi- 
tion if relief were to be denied. These 
claims were often subject to audit by the 
Government which, in addition to verify- 
ing costs submitted, usually extend to 
such matters as: (1) bidding policies; 
(2) financial stability prior to entering 
into contracts involved; (3) over-all fi- 
nancial effect; (4) accuracy of financial 
statements; and, (5) efficiency of pro- 
duction. 
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UNDERWOOD SUNDSTRAND ADDING MACHINE IS 


The Complete Adding Unit 


All Underwood Sundstrand Adding Ma- 


chine Models handle forms as well as 
paper tape. Enables you to write the rec- 
ord and do the addition at the same time: 
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@ Prepares duplicate monthly accounts receivable statements for 
ledgerless bookkeeping; balances pen and ink accounts re- 


ceivable records simultaneously. 


@ Prepares duplicate bank deposit slips faster with more accuracy. 
@ Prepares employee payroll earnings statements, in duplicate, 


and computes net pay simultaneously. 


@ Does all the regular adding, subtracting, multiplying and 
dividing you should expect from a complete adding machine. 
Call your Underwood Office for a demonstration of the 
complete adding unit for your own requirements. 


UNDERWOOD 





CORPORATION 


ONE PARK AVENUE, NEW YORK 16, N. Y. 














22 THAMES ST., NEW YORK 
WOrth 4-2900 NY 1-3167 


and more . 


Te’s all these reasons . . . 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
documents for you . . . Registration Statements, Prospectuses, Annual 
Reports, Proxy Statements and many others. 
We're available ‘“Night ¢& Day’? and offer our long ‘‘Experience”’ 
to give you “‘Personalized Service’’ with your printing needs . . . fast ! ! 





. . that make “‘Printed by 


Pandick Press, ne. 


Established 1923 


71 CLINTON ST., NEWARK, W. J. 


MArket 3-4994 
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How Some Companies Are Planning and Controlling Their Operations 


(Continued from page 575) 


that by the weight of sheer volume pro- 
duce the profitable or unprofitable result. 
The chief executive who thinks he makes 
such decisions is kidding himself. 

It is my opinion that even on many of 
the major decisions a corporation would 
obtain a sounder answer if it did not defer 
to protocol but relied upon the scientific 
analysis of the problem by groups com- 
prised of specialized skills. 


TOP CONTROL 

This may sound like a serious indict- 
ment as to the value of the chief executive. 
Actually what he should do is to concen- 
trate on two major phases of activity. He 
may be the figure to which the public 
looks in trying to appraise the corporation’s 
activities. His second and more important 
function is to be sure that he has so or- 
ganized his operation that the cumulative 
efforts of his entire team will make the 
soundest decisions. 

There is a corollary factor in this ap- 
proach to the functioning of the top op- 
erating officer. It minimizes the pressure 
on a single individual, by forcing him to 
concentrate in the area where he can be 
of most value to the group as a whole. 


Size alone necessitates the trend away 
from the “boss” type of organizational 
set-up, wherein one man is responsible for 
ideas, decisions and administration. With 
adequate reporting of performance against 
planned objectives, the modern chief ex- 
ecutive does not have to be cognizant of 
each operating detail, so long as the con- 
trol techniques point up areas requiring 
correction. 

There is no place for the chief execu- 
tive who crosses organizational lines and 
pulls the rug out from under men to 
whom the authority for making decisions 
has been granted. There is also no place 
in a program of this nature for free- 
wheeling positions which are usually em- 
bodied in the categories of assistants 
which mark so many of our corporate or- 
ganizations. 

Such a program should specify duties 
of sufficient magnitude to occupy the en- 
tire time of men at all levels of manage- 
ment so that they would be in no position 
to be dabbling in fields of authority as- 
signed to others. It is my personal opinion 
that such a program, to operate on a sound 
basis, would not include committees, since 
it is almost impossible to get a personal 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Vavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
* LOS ANGELES 











600 


appraisal of results when responsibility 
has been given to a group of men. 

If we are to be successful in establishing 
a sound program for management plan- 
ning and control, we must be constantly 
aware of the ubiquitous evils in corporate 
operations that I outlined a few moments 
ago. We may well have to steel ourselves 
to the unpleasant task of removing those 
who are constitutionally geared to the type 
of operations that were so clearly por- 
trayed in “Executive Suite.” 

The best decision-making can be pro- 
duced through direct controls. Direct con- 
trols are those which are designed to mini- 
mize personal frustration, politics, indi- 
vidual bias, and confusion. Direct controls 
require that the chief executive give 
whole-hearted support to a program which 
will define the limits of individual re- 
sponsibility and authority. In addition, 
each individual must know what is ex- 
pected of him in terms of results and his 
performance must be measured against 
these standards. 


SUMMARY 


Now let us take stock of some of the 
points we have covered. 

This presentation is not an attempt to 
tell you how to organize the planning 
function in your business. No pat form of 
organization will fit any two businesses, 
and changing conditions may alter the re- 
quirements for any one business. How- 
ever, there are certain basic premises which 
hold true for all business if we can hope 
to be competitive. 

1. In order to have reasonable assur- 
ance in business, we should weigh all pos- 
sible contingencies before embarking on 
new projects and should constantly apply 
the same tests to continuing projects. 

2. In studying a project we must deal 
with the best possible estimates of future 
conditions, rather than applying tests 
which are predicated upon continuation of 
historical experiences. 

3. In devising programs we should 
avail ourselves of the best thinking of all 
members of the management, rather than 
relying on the imagination of one indi- 
vidual. 

4. We must be constantly aware of the 
factor of human motivation in appraising 
individual choices as to alternative courses 
of action and should so organize the flow 
of ideas within the management as to 
minimize the element of personal bias. 

If we maintain this awareness and make 
sure that we co-ordinate the skills of our 
entire organization, we can be well on the 
road to scientifically guiding the future of 
the corporate enterprise with which we are 
connected. 
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NATIONAL COMMITTEE CHAIRMEN - 


Halle 





WILLIAM A. CRICHLEY, controller, Dia- 
mond Alkali Co., Cleveland, Ohio, 
chairman of the Executive Committee, 
which sets standards and regulations for 
Institute headquarters; acts in emer- 
gencies between meetings of the Board. 





JOHN A. PATERSON, comptroller, The 
Brooklyn (N. Y.) Union Gas Company, 
chairman, Budget and Finance Commit- 
tee, which prepares Institute’s budget; 
suggests ways & means of increas- 
ing revenues and limiting expenses. 


1955-1956 - 





GEORGE E. HALLETT, controller, Tung- 
Sol Electric Inc., Newark, New Jersey, 
chairman, Ethics and Eligibility Stand- 
ards Committee, which keeps up to 
date the Institute’s concepts of pur- 
pose and quality of membership. 


CONTROLLERS INSTITUTE 





JOHN C. BARROWS, comptroller, 
American Surety "Company of New 
York, chairman, Admissions Committee, 
which decides eligibility of membership 
applicants in accordance with by-law 
rules of membership and admission. 





LISLE W. ADKINS (I.), comptroller, Gen- 
eral Dynamics Corp., New York, and 
T. G. REDMAN (r.), comptroller, Swift 
& Co., Chicago, representatives, Advi- 
sory ‘Council on Federal Reports, com- 
posed of men from national organiza- 





RALPH H. SMITH, controller, the Cleve- 
land (Ohio) Electric Illuminating Co., 
chairman, Education Committee, which 
promotes knowledge of career op- 


portunities and requirements relating 
controller’s 


to the responsibilities. 





WILLIAM H. ZIMMER, vice president- 
treasurer-director, Cincinnati Gas & 
Electric Co., chairman, Securities and 
Exchange Regulation Committee, which 
studies and reports on the general 
rules and regulations released by SEC. 


tions, which acts as the Budget Bureau’s 
(Division of Statistical Standards) busi- 
ness consultant on reporting and rec- 
ord-keeping problems concerning Fed- 
eral records. Mr. Adkins and Mr. Red- 
man represent Controllers Institute. 





JOHN McFARLAND, manager of the 
Tax Department of Sun Oil Co., Phila- 
delphia, Pennsylvania, chairman, Fed- 
eral Taxation Committee, which makes 
recommendations to Congressional com- 
mittees for federal income tax laws. 





J. A. McBRIDE, JR., secretary-treasurer, 
Omar, Inc., Omaha, Nebraska, chair- 
man of the Social Security Committee, 
which considers proposals re the U.S. 
Social Security program and makes 
recommendations when appropriate. 


MALCOLM S. SUTHERLAND, secretary- 
treasurer, Burlington Steel Co., Ltd., 
Hamilton, Ont., Canada, chairman, Ca- 
nadian Affairs Committee, which is re- 
sponsible for contracts with Canadian 
government, Canadian organizations. 





JOHN V. VAN PELT III, controller, the 
Kendall Company, Walpole, Massachu- 
setts, chairman, Management Planning 
and Control Committee, which works 
for acceptance of the P&C concept to 
improve profits and business stability. 





PAUL A. RECK, assistant treasurer, 
Sperry Gyroscope Co., Div., Sperry 
Corp., chairman, State and Local Tax- 
ation Committee, which keeps up with 
all state and local tax matters; makes 
recommendations for tax improvement. 


R. W. MICHIE, vice president, Chesa- 
peake & Potomac Telephone Co’s., 
Washington, D. C., chairman, Coop- 
eration with the Government Commit- 
tee, covering government matters not 
assigned to other Institute committees. 





CARL M. BLUMENSCHEIN, vice presi- 
dent-controller, Container Corp. of 
America, Chicago, chairman, Planning 
Committee, which functions as a policy 
body on long-range objectives, prog- 
ress and usefulness of the Institute. 





MILLARD E. PRICE, controller, Thomp- 
son Products, Inc., Cleveland, Ohio, 
chairman, Advisory Panel on Govern- 
ment Contract Profit Limitations, which 
develops recommendations re_ basis 
for acts regulating taxpayer profit. 
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Foremen and the GAW 
Ne 
The guaranteed annual wage means a 
G3 GJ big job coming up for the foreman, Hiram Ri 
uyeis O nsuzance S. Hall, partner in the New York firm of | chov 
Hall and Lange, declares in a special report ton-. 
Seeking expert, impartial advice on their over-all Insurance just published by the American Manage- was 
Program, or on special problems, are directed to our Survey, ment Association. The foreman in a guar- presi 
Audit and Advisory Division. Our staff of insurance analysts and anteed annual wage firm will have to give Nati 
technicians furnish the following types of service on a fee basis: attention to better utilization of manhours, cratic 
Ce ee gee eee P dited f according to Mr. Hall. He must have a Aud 
ndustrial and Commercial Insurance Programs audited for more realistic concept of what constitutes Con 
adequacy of coverages and correctness of costs. a fair day's work. for 
e Tests and recommendations as to the best type of Retrospec- He will need to give greater attention to durir 
tive Rating plan for a particular business. the selection and placement of new work. socia 
pee ers, for new employes must be considered Ann 
2 Analyses of existing or proposed Self-Insurance plans for as permanent additions to the work force. venti 
particular loss exposures. Therefore the foreman will no longer be Denv 
e Employee Benefit plans set up or serviced. Includes all forms able to lean on the pene Secs : - 
of Group Insurance as well as insured or self-insured Pen- re do his final screening for him; he must inclu 
cis Mites: e careful not to accept a man unless he is delity 
reasonably sure he is getting a good delph 
© Advice on or supervision of Mutual or State Fund insurance, worker. The foreman also will have to give Boma 
or on policies placed through designated Brokers or Agents. greater attention to training. Workers will Com 
ae : : have to be taught multiple skills so that vice | 
Arrangements may be made for a preliminary discussion of your they can be shifted from job to job. The comp 
use of any of these services—of course without obligation. foreman must bend every effort to develop las, T 
versatility and skill in his subordinates. secreh 
Tomorrow’s foreman will be a very dif- Mr 
hi F R ij 7 RT L J A M ] S 0 N & C 0 ferent man, according to Mr. Hall. He will of Co 
4 4 need to be a skilled personnel technician CIA t 
Insurance Survey, Audit and Advisory Service and a competent training director. He must are Ri 
270 MADISON AVENUE, NEW YORK 16 have a really practical understanding of and c: 
production scheduling. Moreover, manage- mond, 
ment must give him the authority to carry Lake, 
out his assignments. He must have a finger- Bank, 
tip knowledge of company policies and trict 6 
must be informed immediately of any dent ¢ 
change in policy that affects his depart- Bank, 
ment, directly or indirectly. large 0 
Profi : Whether or not the Ford-General Mo- 
tors principle finds its way into other con- Bust 
tracts, business can expect some method of ween 
employment stabilization to prevail, Mr. Sale 
vom Hall predicts. The traditional concept of | ter of 
peaks and valleys in employment is in fora | teache: 
\ change, and the cost liability of enforced ter of 
E xper1ence employment stabilization must be absorbed | of the 
somehow. To meet this change manage- by Du 
ment will need highly competent men in survey. 
supervisory positions. busines 
quartet 
ticipate 





: Pan American World Airlines has or- | 54% v 


ee oie ee THE BUSINESS 2. 
1 7 | iii a dered an IBM 705 to “mine their records ] no cha: 


for information that it has never before be lowe 





= - PLANNING, MANAGING. AND MEASURI NG a . PanAm Automates aga 


A CASE stupy of General Electric Company shows how planning been economically feasible to obtain.” | anticips 
and control can be applied to an operating unit with $10 mil- PanAm will keep a sensitive finger on } plan to 
lion gross sales and how planning and control for a unit is inte- trends of international trade as reflected | tory le 
grated with that of other business components of the corporate in passenger movement and in air cargo | quarter 
entity. Executives of companies of all sizes will learn how shipments. PanAm will be able to proc- | lower s 
planning and control can be applied to their own company. ess its airway bills amounting to 7000 


daily, to provide information on shipper, 
commodity, and consignee to obtain in- Total 
formation on where and in what quan- J tories at 
tities any particular commodity is mov- | $78.3 b 


Second Printing $2.00 


($1.50 to members of Controllers Institute of America) 














CONTROLLERSHIP FOUNDATION, INC. ee ee ne 
TWO PARK AVENUE NEW YORK 16, N. Y. cis ceed a eta eel a atc business 
ies are other uses to which the new ma- | 8 about 

chine will be put. year. 
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NABAC Elects Goodwin as 
New President, 1955-56 


Robert F. Goodwin, comptroller, Wa- 
chovia Bank and Trust Company, Wins- 
ton-Salem, N.C., 
was elected 
president of the 
National Asso- 
ciation of Bank 
Auditors and 
Comptrollers 
for 1955-56 
during the As- 
sociation’s 31st 
Annual Con- 
vention held in 
Denver, Colorado, in mid-October. 

Other officers elected at the same time 
include: Edward F. James, treasurer, Fi- 
delity-Philadelphia Trust Company, Phila- 
delphia, Pa., first vice president; Steve H. 
Bomar, vice president and treasurer, Trust 
Company of Georgia, Atlanta, Ga., second 
vice president; and, Franklin D. Price, 
comptroller, First National Bank in Dal- 
las, Texas, to the newly combined post of 
secretary-treasurer. 

Mr. James and Mr. Bomar are members 
of Controllers Institute of America. Other 
CIA members serving in the organization 
are Rowland A. Radford, vice president 
and cashier, The Bank of Virginia, Rich- 
mond, Va., director, District 2 and M. B. 
Lake, comptroller, Seattle First National 
Bank, Seattle, Washington, d/rector, Dis- 
trict 6. Richard C. Huelsman, vice presi- 
dent and comptroller, Central National 
Bank, Cleveland, Ohio, is a member at 
large on the Executive Board. 





Business Survey 


Sales and earnings for the first quar- 
ter of 1956 promise to exceed those 
reached in the record-breaking first quar- 
ter of 1955, in the opinion of a majority 
of the business executives interviewed 
by Dun & Bradstreet in a nationwide 
survey. Two out of every three of the 
businessmen interviewed forecast first 
quarter sales increases while 30% an- 
ticipate no change and 3% predict lower 
sales. Higher earnings are expected by 
54% while 42% believe there will be 
no change and 4% believe profits will 
be lower. Some 32% of the businessmen 
anticipate higher inventories but 56% 
plan to do business with the same inven- 
tory levels as were carried in the first 
quarter of 1955; 12% plan on having 
lower stocks of merchandise. 


Total manufacturing and trade inven- 
tories at the end of July are estimated at 
$78.3 billion, or $1.4 billion above July 
1954. Reflecting the substantial rise in 
business sales, the current stock-sales ratio 
is about 10% lower than in July of last 
year. 
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Corporate executives must know 
when they’re getting the best banking 
service. They have to be swre that a 
bank has specialized knowledge 

as well as broad general banking 
experience . . . that it has a complete 
range of facilities . . . and that its 
service is personalized, prompt, 

and efficient. 

That’s why so many rely on 

Guaranty Trust Company in their 
corporate financial affairs. 

That’s why so many 

executives use Guaranty Trust Company 
for their personal banking. 


Guaranty Trust Company 


of New York 


Capital Funds $395,000,000 


140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 
NewYork 36 New York 21 
40 Rockefeller Plaza 
New York 20 
LONDON 
32 Lombard St., E.C.3 Bush House, Aldwych, W.C. 2 
PARIS BRUSSELS 

4 Place de la Concorde 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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The Annual Report 

A survey of annual reports of 205 
companies representing 20% of the total 
shares of stock outstanding in the U. S. 
was reported in the July 1955 issue of 
The Accounting Review. The study re- 
veals that more than 90% of the com- 
panies replying believed that annual re- 
ports contain more information than the 
law or corporation by-laws require and 
more than 80% thought the company 





 CONTROLLERSHIP INFORMATION SERVICE | 


oer 


president, or the author of the report, 
should “interpret the information it con- 
tains for the benefit of the readers.” 

In 73% of the cases, the annual report 
was prepared by more than one executive 
and when the report is a joint activity the 
treasurer is almost invariably a member of 
the group. In 12% of the companies the 
treasurer prepares the report alone while 
the controller is the sole author in nine 
cases; the president in seven cases; the 





A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


CORPORATE INTERDIVISION PRICING POLICIES 


A summary of the policies of five New York corporations 


is as follows: 


COMPANY A 


For intradivision shipments—standard cost billing. 

For interdivision shipments—wswally standard cost bill- 
ing, but managers can get together and negotiate a price. 

Situations involving services arise so seldom as to make 


this item negligible. 


COMPANY B 


Cost basis is used for all inter- and intradivisional pricing. 


COMPANY C 


Intradivision transfers are priced on manufacturing cost 


basis. 


Interdivision transfer pricing is based on return on in- 
vestment upon selling, less selling costs. 
All service pricing is based on cost. 


COMPANY D 


Interdivision transfers—material is priced at published 


market prices. 


Intradivision transfers—material is priced at cost. 
Services—at published market prices (both inter- and 


intradivision) . 


COMPANY E 


Both inter- and intradivision transfers of material are 
priced at market selling prices. 


No services involved. 
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public relations head in six; the secretary 
in five and some other executives in three. 

Slightly more than 12% of the com- 
panies reported that they have surveyed 
their stockholders to determine what types 
of information they wish to receive and 
how they want it presented. Less than 
three per cent of the companies favored 
the idea of presenting two annual reports, 
one popularized for general reading and 
another statistical and financial report for 
experts. Of the 205 companies studied, 
124 report to the stockholders four times 
a year, 56 report on an annual basis and 
25 semiannually. 

Cost figures reported for the prepara- 
tion of annual reports were largely esti- 
mates ranging from less than 20 cents per 
report printed to more than $2. The cost 
most frequently reported was between 30 
and 40 cents. 


This Electronic World 

IBM has announced the development 
of an electric wordwriter, an experi- 
mental device which can print, at the 
touch of a single key button, any one of 42 
words or phrases with 18 characters. The 
new machine can automatically capitalize 
or hyphenate words whenever necessary. 
The new machine, which can also be 
used as a standard electric typwriter for 
routine work, has a memory system set 
up in a control panel which gives typists 
and secretaries a chance to take advan- 
tage of stock phrases and job jargon that 
occur in their work. The typist decides 
what is to be stored in the memory unit 
and can easily wire her selected phrases 
into the flexible control panel. 


Sylvania Electric Products expects to 
get predigested reports from the 51 cities 
which house its plants, laboratories, sales 
offices, warehouses, divisional headquar- 
ters and executive offices. A nationwide 
12,000-mile private electronic communica- 
tion system, engineered jointly by Sylvania 
and Western Union, will link the 51 
cities with the data-processing center 
now being installed in Syracuse, N. Y. 
The various installations will feed finan- 
cial and production information over the 
leased network to the processing center 
where it will be instantly summarized 
for all levels of management. The heart 
of the center will be a UNIVAC, leased 
from the Sperry-Rand Corporation. The 
UNIVAC will convert a wide variety of 
information into summarized data on 
which can be based decisions by manage- 
ment at the corporate, divisional, and 
plant level. 

w 


The Government is now using an IBM 
machine to take over much of the work 
involved in handling government checks. 
Money savings are estimated at $2.3 mil- 
lion a year. The 350 million checks is- 
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sued by the Government each year will 
now be of the cardbord punch card type 
rather than paper. It is estimated that the 
new machine will cut the number of em- 
ployes now involved in handling the 
checks from 750 to 300. 


Christmas Giving 

The avalanche of Christmas gifts from 
businessman to businessman promises to 
be bigger than ever this year. Trade 
guesses as to the total cost of business 
gift buying at Christmas vary from $300 
million to $1.8 billion. A survey by 
Brown and Bigelow indicates that some 
96% of 500 executives interviewed in 
14 cities receive business gifts. The me- 
dian number of gifts received was 7.6. 
Another survey of executives by a trade 
journal, indicates that 55% of the execu- 
tives interviewed estimated they spent 
between $5 and $10 on each gift, while 
31% said they spent more than $10 and 
the remaining 14% spent less than $5. 


Women Accountants 

In 1950, according to a booklet ‘‘Pro- 
fessional Accounting” issued by the U. S. 
Department of Labor, there were 55,660 
women employed as accountants and au- 
ditors, compared with 18,265 in 1940. 
It is estimated that in 1954 approxi- 
mately 900 women were licensed as 
CPA’s. The study indicates that, as of 
1950, 14% of the female accountants 
and auditors had four or more years of 
college (compared to 36% for the men). 
Compared to 27% for men, 23% had 
one to three years of college and 50% 
had four years high school compared to 
27% for men. Based on sample of 1000 
members of women’s professional ac- 
counting societies, the ‘‘typical’”” member 
was apt to be: over 40, unmarried, and 
earning almost $5,000 a year as an audi- 
tor, accountant or controller. She was 
most likely to be working in manufactur- 
ing, merchandising, or for a public ac- 
counting firm and she had probably at- 
tended college. The female CPA was 
likely to be earning about $1500 more 
than her noncertified associates. 


Employe Stockholders 

Since World War II, plans to help em- 
ployes buy stock have spread so fast that 
some 300 companies now have programs 
involving two million salaried and pro- 
duction-line workers. In 1929 some 200 
of the biggest corporations had worker 
stock plans but only a few were continued 
throughout the depression. In the early 
days of employe purchases of stock, most 
plans called for stock to be bought at a 
fixed price on a fixed day and paid off in 
tigidly fixed installments. Today U. S. in- 
dustry has safeguards for employes in 
most stock-buying programs by helping 
employes buy stock which will spread the 
loss if the stock drops. 
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Corporate Dividends 

Publicly reported cash dividends for 
January-August amounted to $5.6 billion, 
a gain of 7.6% over the same period last 
year. For August, payments were lower 
than for a year ago largely due to the fact 
that many companies last year shifted their 
payment dates from August to July. Most 
of the industries which have not shifted 
their dividend dates reported gains over 
August of last year. 


“Flow of Funds” Gauge 

The FRB has instituted an entirely 
new statistical system for describing 
what happens in the national economy. 
The “flow of funds” system divides the 
economy into ten sectors, including con- 
sumer, corporate business, federal gov- 
ernment, farm, and rest of world. It 
tells how much each of those sectors 
spent in a year, what they spent the 
money for and where they got the 
money. 

The spending and the sources of cash 
and credit from which it is made are 
divided into categories, such as payroll, 
purchase and sale of real estate, insur- 
ance premiums and benefits, and pur- 
chase and sale of goods. 

Tables presenting these data are in 
the form of a rectangle, divided into 
many small boxes. Across the top are 
the economic sectors, and down the left 
side are the categories of transactions. 

The existing method, called the ‘‘na- 
tional income accounts” system, is the 
source of the familiar statistics on gross 
national product, personal income and 
disposal of income. 

Both systems will be published in the 
future with the older method still the 
source of most measurements of the econ- 
omy’s over-all growth and performance. 


Consumer Income 

Income-earning Americans received an 
average of $2,300 last year, about the 
same as in 1953, according to a Com- 
merce Department report. Average in- 
come of the estimated 50 million men 
who had some income in ’54 was $3,200, 
while that for the 28 million women aver- 
aged about $1,200. 


Investment Clubs 


There may be as many as 10,000 active 
investment clubs with a membership of 
100,000 throughout the United States, 
according to Keith Funston, president of 
the New York Stock Exchange. Mr. 
Funston says that almost 1,000 clubs 
alone have membership in the National 
Association Clubs. A study made in June 
1955 shows that investment clubs ac- 
counted for 6% of the total institutional 
and personal trust volume, a level well 
ahead of insurance companies, education 
and charitable groups, mutual savings 
banks and other institutional investors. 














COLUMBIA 
UNIVERSITY 





INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- | 
ates of high school or more ad- | 





vanced education, are eligible for 
this program of instruction afford- 
ing a background of accounting, 
other phases of business and in- 
dustry and preparation for CPA 
examinations. Day and evening 
courses, full and part time pro- 
grams arranged. 


Registration Friday, February 
3 through Tuesday, February 
7,10 a.m. to 8 p.m., Saturday 
g a.m. to Noon. Low Memo- 
rial Library, 116th St. between 
Broadway and Amsterdam 
Ave., New York 27. 





COLUMBIA UNIVERSITY 














American Appraisals 
speed up 
loss adjustment 


The adjuster knows that figures in an 
American Appraisal report are fair to 
all concerned, because they are always 
based on detailed evidence and ex- 
perienced judgment. 


The 
AMERICAN 


APPRAISAL 


Company 
leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS. 





605 











Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


NEW CONNECTIONS .. . 


Clarence B. Rex (#5628-1952), who 
was assistant to the vice president of 
American Machine and Foundry Com- 
pany, New York, is now controller of 
U. S. Industries, Inc., of the same city. 
Norman E. Lang (#6057-1953) has suc- 
ceeded Mr. Rex as assistant to the presi- 
dent. He was formerly comptroller of the 
Okonite Company, Passaic, N. J... . 
Charles L. Atherton (#5117-1951) re- 
cently became secretary-treasurer and a 
director of American Service Publishing 
Company, Inc., Washington, D. C. He 
was formerly affiliated with Army Times 
Publishing Co., Washington, D. C., as 
controller. . . . C. Eugene Rowe (#3424- 


1945) joined Dan River Mills, Inc., Dan- 
ville, Va., on November 1 as secretary and 
treasurer. He was formerly controller of 
Baldwin Co., Cincinnati, Ohio. 

A. E. Hudson (#6134-1954) is now 
treasurer-controller of the Arnold Corpo- 


ration, Warsaw, Indiana. He was formerly 
controller, O. A. Sutton Corporation, 
Wichita, Kansas. . . . K. Spencer Buell 
(#5818-1952) recently resigned his con- 
nection with Protane Corporation, Erie, 
Pa., where he was treasurer, to join the 
Plax Corporation, West Hartford, Conn., 
as controller and assistant treasurer. . . . 
M. E. Barnett (#6311-1954), formerly di- 
vision controller, Foremost Dairies, Inc., 
Dallas, Texas, is now secretary-treasurer, 
Blue Chips Investment Funds, Inc., Tyler, 
Texas. 

James G. Power (#3485-1945), as- 
sistant controller of Universal Motion 
Picture Company, New York, N. Y., is 
now controller of Ringling Brothers Bar- 
num and Bailey Shows, Inc., Sarasota, 
Florida. . . . David W. Chappuis (#5804- 
1952) has been elected treasurer and as- 
sistant secretary of the TelAutograph Cor- 
poration, Los Angeles, Calif. He was 
formerly controller of Marchant Calcu- 
lators, Inc., Oakland, Calif. 











MARK YOUR CALENDAR 
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1956 Conferences 





1956 Conference Hotel City 

FEB. 23-25 Southern Edgewater Gulf EDGEWATER PARK, MISS. 
APR. 26-28 Western Arizona Biltmore PHOENIX 
MAY 20-22 Midwestern Biltmore DAYTON 
SEPT. 30-OCT. 3 ANNUAL NATIONAL Waldorf-Astoria NEW YORK 
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Edward C. Jordan (#5714-1952) is 
now director of Finance and Control of 
Booz, Allen & Hamilton, Chicago, III. 
He was assistant controller, National Gyp- 
sum Company, Nebraska Ordnance Plant, 
Wahoo, Nebraska. . . . John R. Russell 
(#4757-1949) has accepted a position as 
assistant general controller with the Mex- 
ican Light & Power Co., Mexico City. 


David B. MacTavish (#2185-1942) has 
joined the Los Angeles Turf Club, Inc., 
Santa Anita Park, Arcadia, Calif., as treas- 
urer and controller, replacing the late Rob- 
ert E. King (#1136-1938) who died June 
9, 1955. Mr. MacTavish was formerly with 
Arthur Young & Co., Los Angeles. .. . 
Cecil D. Marshall (#4604-1949) was re- 
cently appointed to the deputy comptrol- 
lership at Brooklyn Army Terminal, At- 
lantic Transportation Terminal Command, 
Brooklyn, N. Y. He was formerly con- 
troller of Eagle Pencil Company, New 
York. . . . George A. Bricault (#2137- 
1942) is now controller, Bardes Corpora- 
tion, Cincinnati, Ohio. He is still con- 
nected in an executive capacity with the 
Cincinnati Advertising Products Com- 
pany, Ilsco Corporation, and Cook Well 
Strainer Co. of the same city. . . . Wal- 
ter E. Shields (#2796-1943) has left Borg- 
Warner Corporation, Chicago, IIl., where 
he was assistant to the president, to join 
Research Welding & Engineering Co., 
Inc., South Gate, California, as secretary 
and treasurer. 


NEW BUSINESS .. . 

J. Richard Taylor (#4834-1950) has an- 
nounced the opening of his professional 
practice as public accountant, Middletown, 
Conn. He was formerly comptroller, The 
Russell Mfg. Co. of the same city. 


NEW APPOINTMENTS . . . 

Philip W. Scott (#1740-1940) has been 
named to the special post of assistant to 
the president of the Byron Jackson Divi- 
sion of Borg-Warner Corporation, Los 
Angeles, California. Mr. Scott has been 
an executive in Borg-Warner’s headquar- 
ters at Chicago, Ill., and had an important 
part in negotiating the recent merger be- 
tween Byron Jackson and Borg-Warner. 
He will work with the president on all 
phases of management operations and 
analysis and development of plans and 
policies that will be used at Byron Jackson 
to co-ordinate with the Borg-Warner pro- 
gram of growth. Following graduation in 
1933 from the University of Cincinnati 
with a degree in Business Administration, 
Mr. Scott continued with a special course 
in Law, graduating in 1936. He was con- 
troller of Dresser Manufacturing Co. 
from 1936-1938 and from 1938-1949 was 
controller, secretary and treasurer of Bry- 
ant Heater Co. For five years to 1954 he 
was vice president, secretary and treasuret 
of Affiliated Gas Equipment Co. and 
joined Borg-Warner Corporation in 1954 
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MR. SCOTT 


as director of New Business Development. 
Mr. Scott is a past member of the Industry 
Advisory Committee of the Department 
of Commerce and a past national director 
and vice president of Controllers Institute 
of America. 

William D. Heller (#4668-1949), con- 
troller since 1949 of Revlon Products 
Corporation, New York, has been elected 
secretary-treasurer. . . . Stanley C. Ruth 
(#6462-1954), assistant secretary-control- 
ler of Super-Valu Stores, Inc., Hopkins, 
Minn., was recently elected treasurer and 
controller. 


PROMOTIONS .. . 


H. B. Grimes (#6524-1955), formerly 
assistant controller of Allied Laboratories, 
Inc., Kansas City, Mo., has been promoted 
to controller, succeeding J. T. Cahill 
(#5819-1952), who continues as treas- 
urer. ... . §. C. Land (#1250-1938), as- 
sistant secretary and controller, Continen- 
tal Steel Corp., Kokomo, Ind., was named 
secretary and director. . . . Charles G. 
Lindeman (#4761-1949) has been ap- 
pointed assistant controller of Baldwin 
Piano Co., Cincinnati, Ohio. He was for- 
merly factory controller... . Allen T. 
Shoener (#3916-1947), assistant treas- 
urer, SKF Industries, Inc., Philadelphia, 
Pa., has moved to the office of treasurer. 


COMPANY CHANGES .. . 

John E. Icenhour (#6560-1955) has 
been elected internal auditor of Merritt- 
Chapman & Scott Corporation, New 
York. Mr. Icenhour who was treasurer 
and controller of New York Shipbuilding 
Corporation of Camden, N. J., a Merritt- 
Chapman & Scott subsidiary, will be suc- 
ceeded in that post by Charles H. Dore 
(#1347-1938), assistant to the president 
of New York Ship. Mr. Dore has been 
associated with New York Shipbuilding 
Corporation since 1919... . John J. 
Black (#6355-1954), plant controller of 
Plant #2, International Business Machines 
Corporation, Poughkeepsie, N. Y., has 
been appointed to the position of assistant 
to the controller of IBM, New York. Mr. 
Black will coordinate financial and ac- 
counting activities for all IBM plants. 

George K. Bryant (#5195-1951), con- 
troller, Home Instruments Department, 
RCA Victor Division, Radio Corporation 
of America, Camden, N. J., has moved to 
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MR. GRIMES 


MR. ICENHOUR 


the RCA Victor Television Division, 
Cherry Hill. . . . E. W. Atkinson (#1852- 
1941), formerly vice president and treas- 
urer of Lion Oil Company, El Dorado, 
Arkansas, has been elected assistant treas- 
urer of Monsanto Chemical Company 
following the merger of Lion Oil into 
Monsanto Chemical, of which it will now 
be a division. 

HONORS TO... 

Frank Klein (#904-1937), vice presi- 
dent of Worthington Corporation, Harri- 
son, N. J., who has been appointed to the 
New Jersey State Commission recently 
created by the Legislature under Senate 
Concurrent Resolution No. 13 to study 
means of attracting new industry and in- 
creasing employment opportunities in 
New Jersey. The eight-member commis- 
sion will survey the laws of New Jersey 
as they affect industry and determine what 
changes could usefully be made to pro- 
mote the expansion of the state’s indus- 
tries and to encourage the establishment 
of new industries in New Jersey. The 
commission will report its recommenda- 
tions and legislative proposals to the next 
session of the legislature. Mr. Klein is a 
member and past chairman of the Execu- 
tive Committee of Controllers Institute 
of America. He was recently designated 





MR. DORE 


MR. KLEIN 


by the treasurer of the State of New Jer- 
sey, Archibald S. Alexander, to represent 
the state at the annual conference of the 
National Tax Association held in De- 
troit, Michigan, in mid-October... . 
Lewis Torrance (#6691-1955) has been 
elected president of the Southern Associa- 
tion of Ice Cream Manufacturers. For the 
past three years he has served the Borden 
Company as controller of the Southern 
District with headquarters at Houston, 
Texas. He is past president of the Louisi- 
ana Dairy Products Association. 


WRITERS ... 

Clarence L. Van Sickle (#4205-1948), 
professor of accounting and coordinator 
of executive development courses at the 
University of Pittsburgh, Pittsburgh, Pa., 
is author of an article entitled ‘Problems 
Involved in the Use of the Machine Hour 
Rate Method of Apportioning Factory 
Burden to Products’ reprinted from his 
book “Cost Accounting, Fundamentals 
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and Procedures,” (Harper and Brothers, 
New York) in American Boxmaker. .. . 
Karl Jankowski (#5054-1951), treasurer, 
Tri-Valley Packing Association, San Fran- 
cisco, Calif., recently had an article pub- 
lished in the NACA Bulletin on ‘‘Costs 
in the Canning Industry.” Two 
books by Dr. Robert S. Holzman (#6345- 
1954) were published this fall—‘‘General 
‘Baseball’ Doubleday’* (Longmans Green) 
and “Corporate Reorganizations, Their 


*OPPORTUNITIES « 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





FINANCIAL EXECUTIVE 


Associated with corporate financial matters 
for over 25 years, including policy-level re- 
sponsibilities. Comprehensive fiscal experi- 
ence covering all accounting and related ac- 
tivities with emphasis on cost accounting and 
taxes. Possesses specialized legal knowledge. 
Will relocate. Fully qualified to serve as 
controller-treasurer-assistant to president. Reply 
to Box 2192. 


ASSISTANT CONTROLLER 
Present controller and assistant treasurer of 
small listed company ($10 million annual 
sales) seeks controller’s staff position with 
larger company. New York CPA, member 
Controllers Institute, NACA. Box 2194. 


FINANCIAL OR ADMINISTRATIVE 
ASSISTANT 

CPA, 28, with good solid background in pub- 
lic accounting and small manufacturing con- 
cern, would like to serve on staff of treasurer 
or controller of a medium or large-sized firm 
in Philadelphia or the Delaware Valley. Pres- 
ently earning $7,000.00. Box 2195. 


CONTROLLER-TREASURER 
or ASSISTANT 


CPA, a profit-minded businessman and co- 
ordinator with creative executive ability and 
record of achievement in management plan- 
ning and control, cost reduction, systems and 
procedures, including IBM, budgets, finance, 
accounting, auditing, taxes, analysis, credit, 
personnel, etc. Age 34. Box 2196. 





MISCELLANEOUS 





The University of British Columbia would 
like to complete its files of THE CONTROLLER 
and needs Volumes 1-9, 12-15, and 17. Will 
person interested in giving or selling these 
copies contact R. J. Lanning, Head, Serials 
Division, The Library, The University of 
British Columbia, Vancouver 8, Canada. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Federal Tax Status” (second edition— 
Ronald Press). 

L. W. Bennett (#4719-1949) was pic- 
tured on the cover of the November 1955 
issue Of Public Relations Journal in con- 
nection with an article about the recent 
merger of Sunray Oil Corporation (of 
which Mr. Bennett had served as treas- 
urer) and Mid-Continent Oil Company. 
Mr. Bennett now holds the title of treas- 
urer of Sunray Mid-Continent Oil Com- 
pany. He served as president of the Tulsa 
Control of Controllers Institute in 1953-54. 


EXTRACURRICULAR ACTIVITIES ... 

W. Lee Beaver, Jr. (#5303-1951), 
treasurer of Artophone Corporation, St. 
Louis, Mo., was recently elected to the 
Executive Committee of the Board of 
Managers of Missouri Baptist Hospital, 
St. Louis. He also gave a talk before the 
St. Louis chapter of National Appliance 
and Radio TV Dealers Association 
(NARDA) on the subject of ‘Cost of 
Operation.” G. Stewart Phillips 


(#4756-1949), comptroller, assistant sec- 
retary and assistant treasurer, The Wash- 
ington Post Company, Washington, D. C., 
and president of the District of Columbia 
Control of Controllers Institute of Amer- 
ica, was the Institute’s official representa- 


tive at the morning session, October 25, 
of the Annual Convention of the Amer- 
ican Institute of Accountants, in Wash- 
ington, D. C. 

James L. Peirce (#2029-1941), vice 
president and controller, A. B. Dick Com- 
pany, Chicago, IIl., represented the In- 
stitute at the 75th anniversary meeting of 
the American Society of Mechanical En- 
gineers, held on November 17 at the 
Conrad Hilton Hotel in Chicago and pre- 
sented the official greetings of the Insti- 
tute... . Alfred J. Blasco (#1542-1939), 
president, Interstate Securities Company, 
Kansas City, Mo., addressed the 22nd an- 
nual convention of the American Finance 
Conference in Chicago. His subject was 
“Management Tests in 1956.” 

The editors have received a card from 
Thomas F. Mowle (#3457-1945), comp- 
troller, Dow Jones & Company, Inc., New 
York, who is traveling in Europe... . 
Wilfred Godfrey (#3516-1945), treasurer, 
Keystone Custodian Funds, Inc., Boston, 
Mass., spoke at the second annual Federal 
Tax Forum luncheon given by Northeast- 
ern University Institute of Taxation on 
October 14. Mr. Godfrey is a member of 
Controllers Institute’s National Commit- 
tee on Federal Taxation and served as 
chairman of the Committee in 1953-54. 





Obituary 





Epwin PuHitip Hart, controller of 
Eversharp, Inc., Chicago, Ill., died in 
Highland Park Hospital of a heart ail- 
ment on November 7, 1955. He was 60. 
Mr. Hart held membership certificate 
#3925-1947 in Controllers Institute of 
America. 


FRANK S. HaTCH (#2324-1942), sec- 
retary and treasurer of the Moore Drop 
Forging Co., Springfield, Mass., died on 
November 12, 1955 at the age of 67. He 
had been associated with Moore since 
1920 as secretary, assistant treasurer and 
director and was elected treasurer in 1947. 

His advice on cost accounting and gen- 
eral accounting was frequently sought by 
the members of the Drop Forging Asso- 
ciation on whose cost committee he served 
for many years. He was a past president 
of the Springfield chapter of the National 
Association of Cost Accountants. 


GEORGE W. S. MONTGOMERY, auditor 
for the British Columbia Telephone Co., 
Vancouver, B. C., died on October 28, 
1955 at the age of 45. Mr. Montgomery 
was a past president of the Vancouver 
Control of Controllers Institute (1954-55) 
in which he held membership certificate 
#5605-1952. Prior to joining British Co- 
lumbia Telephone Co. in 1950, he was 
with Helliwell, Maclachlan & Company, 


Limited, 
Toronto; and Peat, Marwick, Mitchell & 
Co., Edmonton. 


Vancouver; Dominion Stores 


Victor R. Morton, comptroller of 
F. H. Noble and Company, Chicago, III., 
died at the age of 60 on October 18, 1955. 
Mr. Morton held membership #2514-1943 
in Controllers Institute of America. 


S. WALLACE MURKLAND, 69, retired 
controller of the Western Electric Co., 
New York, died on November 14, 1955 
at New Milford Hospital, New Milford, 
Conn. He had been with the Bell System 
for 46 years prior to his retirement in 
1950. He was also a director of the firm 
and of several Western Electric subsid- 
iaries. He was a member of Controllers 
Institute from 1943 to 1950, holding cer- 
tificate ‘#2754. 


Louis M. TIMBLIN, treasurer and a di- 
rector, Charles Pfizer & Company, Brook- 
lyn, N. Y. died of a heart attack at Mather 
Memorial Hospital on November 20, 
1955. He was 56. 

Prior to joining Pfizer he was associ- 
ated with F. W. Lafrentz & Co., New 
York, from 1924 to 1939 serving in the 
Cleveland and New York offices. 

Mr. Timblin held membership certifi- 
cate #2307-1942 in Controllers Institute. 
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Management: 
Converting management reports into profit 
builders, Adams and Neuschel, Apr. 170 
Developing supervisors, July 350 
Establishing a system of more effective man- 
agement controls, Yntema, Feb. 74 
How effective is an executive?, Patton, Jan. 
Ze 
Independence in control, Broehl, June 267 
Index of managerial efficiency, Padgett, Aug. 
382 
Management planning and control at General 
Electric, Klingman, Feb. 71 
When is a company well run?, Jan. 23 
Management planning and control at General 
Electric, Klingman, Feb. 71 
Manufacturing costs abroad generally lower 
than in U.S., May 244 
Manufacturing plans and community growth, 
Feb. 65 
Marketing: 
Marketing costs taking more of sales dollar, 
NICB finds, Nov. 544 
Pricing a new product, Dean, Apr. 163 
Projecting the profitability of new products, 
Miller, Oct. 483 
Measuring sales, gross assets and invested capi- 
tal and comparing them to profits, Freeman, 
Feb. 59 
Mergers: 
Nearing peak of postwar period, Sept. 460 
Piecemeal bank mergers, Feb. 85 
Mirage of perpetual boom, May 232 


National Association of Bank Auditors and 
Comptrollers: 
Coding of account titles, June 288 
Officers elected, Dec. 603 
National Association of Cost Accountants: 
CIA members receive NACA certificates of 
merit awards, Sept. 455 
Israel, Charles R., elected president, July 341 
National Association of Credit Men: 
Viall, Paul J., elected president, July 340 
National Association of Manufacturers: 
Purchasing power theory studied, July 342 
National Bureau of Economic Research: 
Industrial concentration, June 294 
Ownership of tax-exempt securities, Apr. 188 
National Industrial Conference Board: 
Accelerated depreciation being met 
mixed reactions, May 236 
Paid sick leave and group insurance plans, 
July 349 
Phenomenal growth in executive health pro- 
grams since end of World War II, Mar. 126 
Recent data show manufacturing costs abroad 
generally lower than in U.S., May 244 
National Office Management Association: 
Office salaries surveyed, Feb. 86 
Natural business year, CPAS report satisfaction 
with fiscal year changes, May 250 
Noble, Lindsay H., postal appointment, Nov. 
547 


with 


Office salaries surveyed, Feb. 86 
Organization: 
Company approach to organization change, 
A. Holm, July 319 
Organizing for controllership: centralization 
and decentralization, Simon, Jan. 11 
Outlook for capital goods, Aug. 393 


Paid sick-leave and group insurance plans, July 
349 
Pay rolls: 
A modern simplified pay roll procedure, 
Fogg, Feb. 66 
Pension funds: 
Pension funds coming into investment mar- 
ket, Mar. 149 
Twenty thousand pension funds, Feb. 96 
Pensions: 
Where pension money goes, Oct. 496 


Personnel: 
Department salaries surveyed, Oct. 502 
Need for evaluating employes, Winsborough, 
June 284 
Planning: 
Developing accounting practices among ex- 
ecutives, Fay, Sept. 415 
How some companies are planning and con- 
trolling their operations, van Pelt, Dec. 571 
Practical limitation in the use of variable 
costs for planning, Bedford, May 215 
Profit planning: the controller's part, Dawes, 
Apr. 166 
Plant and equipment expenditures of U.S. busi- 
ness, Aug. 392 
Postal appointments, Nov. 547 
Practical limitation in the use of variable costs 
for planning, Bedford, May 215 
Prices: 
Effect of changing price levels, Mar. 130 
FTC head reports pricing code gains, Feb. 96 
Pricing a new product, Dean, Apr. 163 
Pricing to maximize return on investment, 
Rushton, Mar. 107 
Production: 
Growth in production, Nov. 525 
Machine equipment for production control, 
Mar. 136 
Mirage of perpetual boom, May 232 
Productivity, its meaning, measurement and 
industrial future, Rucker, Aug. 373 
Profits: 
Converting a loss division into a profitable 
operation, Schwarten, July 323 
Management controls and the profit motive, 
Yntema, Dec. 573 
Measuring sales, gross assets and invested 
capital and comparing them to profits, 
Freeman, Feb. 59 
Pricing to maximize return on investment, 
Mar. 107 
Profit planning: the controller's part, Dawes, 
Apr. 166 
Projecting the profitability of new products, 
Miller, Oct. 483 
Rise in profit sharing plans noted, Mar. 137 
Purchasing power theory studied, July 342 


Rapid tax depreciation under the 1954 internal 
revenue code, Stanley, Sept. 418 
RCA Bizmac, application of electronic tape- 
processing equipment, Yeaple, June 270 
Records: 
Controller's role when disaster strikes, Mc- 
Connell and Perks, Jan. 14 
National Records Management Council grants 
fellowships, May 241 
On filesmanship, Apr. 190 
Retention periods for stock certificates and 
stockholder lists, Jan. 45 
Savings realized in transferring files to a rec- 
ord center, Feb. 92 
Reports to management: 
Converting management reports into profit 
builders, Adams and Neuschel, Apr. 170 
Internal reports to management, Sutherland, 
Apr. 175 
Operating statements: get them while they're 
hot, Corbin, Nov. 526 
Research: 
Accounting for research and development, 
McNeill, May 222 
Tieing research to reality: 92 join research 
liaison panel, Feb. 78 
Retailers installing new accounting system, Apr. 
198 
Retention of earnings, reasons for, Holzman, 
Sept. 422 
Retention periods for stock 
stockholders lists, Jan. 45 


certificates and 
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Salaries: 
Office salaries surveyed, Feb. 86 
Personnel department salaries surveyed, Oct. 
502 
Sales: 
How the controller helps the sales manager, 
Mordy, Nov. 532 
Measuring sales, gross assets and invested 
capital and comparing them to profits, 
Freeman, Feb. 59 
Sale and leaseback of real property, Feb. 76 
Sales executive cautions controllers on “figure 
approach” to new sales ideas, Feb. 86 
Salesman, how to pick a, May 251 
Sales mixture control, Fields, May 219 
Schwarz, G. W., now institute director at large, 
July 335 
Shareholder relations, Apr. 197 
Social agencies, accounting and budgeting for, 
Ritz, Mar. 120 
Society of Savings and Loan Controllers names 
Mank president, July 340 
Stans, Maurice H., postal appointment, Nov. 
547 
Surveys and studies: 
Accelerated depreciation being met 
mixed reactions, May 236 
America’s needs and resources, June 286 
Annual report, Dec. 604 
Budget recommendations made by CED 
aimed at evaluating performance, Mar. 126 
Business forecast, Sept. 439 
Compensation, trends in executive, Nov. 555 
Compensation on two levels, AMA surveys, 
Sept. 436 
Electronic end-products, Nov. 540 
Employe benefits in distribution, May 245 
Erasures studied, cost of, Feb. 76 
Health programs, phenomenal growth in ex- 
ecutive, Mar. 128 
Industrial concentration, June 294 
Management development programs, Nov. 
538 
Management salaries, AMA reports statistics 
on middle, Jan. 43 
Manufacturing costs abroad generally lower 
than in U.S., May 244 
Office salaries surveyed, Feb. 86 
Paid sick leave and group insurance plans, 


with 


July 349 
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Price levels studied, effect of changing, Mar. 
130 


Salesman, how to pick a, May 251 
Securities, ownership of tax-exempt, Apr. 188 
Shareholder relations, Apr. 197 

Purchasing power theory studied, July 342 


‘axation: 

Assistance in filing federal income tax re- 
turns, Mar. 115 

CIA Federal Tax Committee testifies on sec- 
tions 452, 462 of 1954 internal revenue 
code, Apr. 183 

Continuation seen for tax duplication, Sept. 


438 
Controllers warned on excess profits taxes, 
Apr. 199 


Depreciation policy under the 1954 revenue 
code, Reck, Jan. 18 

New tax code, CPAs publish book on, Nov. 
546 

Rapid tax depreciation under the 1954 inter- 
nal revenue code, Stanley, Sept. 418 

State and local tax problems, Metzger, Dec. 
588 

Tax highlights of 1954, Landman, Feb. 64 

Tax litigation, Feb. 84 

Taxpayers have edge 
Court, Sept. 460 

Tax plan proposed, Nov. 544 

Tax savings, Jan. 38 

Tax school announced, Sept. 452 
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U.S. tax fraud suits upped 50% in 1954, 
Nov. 547 


Unions: 
Unions and mechanization, June 294 


Adams, Howard C. (joint author, Neuschel), 
Converting management reports into profit 
builders, Apr. 170 

Anderson, Ragnar W., Current developments 
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Burroughs Sensimatics can cut your accounting costs 





Because they’re faster—do more 
work accurately, in less time— 
Burroughs Sensimatic Accounting 
Machines are the top choice of many 
leading corporations... like The Dow 
Chemical Company. 


But because they’re also four ma- 
chines in one—easily switched from 
job to job—Sensimatic Accounting 
Machines make sense for the small 
business ... such as La Belle’s Gift 
Shop, Birmingham, Mich. 


At La Belle’s, “most complete gift 


shop in Michigan,” a single job- 
shifting Sensimatic and one book- 
keeper can handle all accounting 
with ease. While at Dow, major pro- 
ducer of chemicals, plastics, and 
magnesium, Sensimatics function 
differently—as high-speed, highly 
automatic workhorses concentrated 
on special procedures. 


To be all this—both the fastest and 
most versatile accounting machine 
you can buy—Sensimatics are built 
with a Burroughs exclusive: an inter- 
changeable, four-job ‘‘sensing panel”’ 


that guides each automatic move- 
ment. Any number of panels can be 
used with each Sensimatic, and as 
your needs change, yousimply change 
panels to handle new jobs or systems. 


For a demonstration (Sensimatics 
are made in six series, two to 19 totals) 
call our local branch office, listed in 
your phone directory. Burroughs 
Corporation, Detroit 32, Michigan. 


Wherever There’s Business There's 


“Burroughs” and “‘Sensimatic’’ are trade-marks. 





“CUalional Accounting Machines save us 63% 


a year on our investment!’”’ 


“In a highly competitive business like ours, 
we must maintain a constant watch on 
costs. Only by keeping costs at a minimum 
can we continue to produce such quality 
products as our famous ‘Van Heusen Cen- 
tury Shirt’ at popular prices. 

“Our National Accounting Machines, 
purchased in the interests of cost-cutting 
efficiency, save us 63% a year on our 
investment. 

“We use our Nationals for a wide variety 
of accounting jobs—including Accounts 


Payable and Distribution, Payrolls, Quar- 
terly Social Security Reports and W-2s. 
“Flexible, easy to operate, our Nationals 
take up less space and turn out more work 
in less time than our previous equipment. 
We are so pleased with their excellent 
performance that we are adding more 
Nationals to our present installation.” 


Pe G President 


THE NATIONAL CASH REGISTER COMPANY, varron 9, on10 


977 OFFICES IN 94 COUNTRIES 


PHILLIPS-JONES CORPORATION, New York, N. Y. * 
“One of the World's Largest Men's Wear Manufacturers” 
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In your business, too, National 
machines will pay for themselves 
with the money they save, then 
continue savings as annual profit. 
Your nearby National man will 
gladly show how much you can 
save—and why your operators 
will be happier. (See yellow pages 
of your phone book, or write to 
us at Dayton 9, Ohio.) 
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